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INTRODUCTORY SECTION




January 30, 1999

The Honorable Paul E. Patton
Governor, Commonwealth of Kentucky
The Capitol Building

Frankfort, Kentucky 40601

Dear Governor Patton:
INTRODUCTION

In accordance with Section 48.800 (3) of the Kentucky Revised Statutes (K.R.S.), it ismy pleasure to transmit to
you the Comprehensive Annual Financial Report of the Commonwealth of Kentucky for the Fiscal Year Ended
June 30, 1998. Thisreportisprepared by the Financeand Administration Cabinet, Office of the Controller, Division
of Accounts, whichisresponsiblefor theaccurate, complete, andfair presentation of the datacontained herein. The
information presented fully describesthe Commonwealth’ sfinancial position and resultsof operationsasmeasured
by the financia activity of the various funds. All appropriate disclosures necessary for the reader to gain the
maximum understanding of Kentucky’s financial affairs are included.

Thereport is presented in three sections. introductory, financial, and statistical. The introductory section includes
thetransmittal letters, the 1997 Certificate of Achievement, condensed summary data charts, and the government’s
organizational chart and list of principal officials. Thefinancial sectionincludestheauditor'sreport onthefinancial
statements and schedules, the general purpose financial statements and Notes to Combined Financial Statements,
the combining and individual fund and account group financial statements and schedules. The statistical section
includes selected financial and demographic information, generally presented on a multi-year basis.

The Reporting Entity and its Services

This report includes all funds, account groups, and component units for which the Commonwealth is financialy
accountable, based on criteria established by the Governmental Accounting Standards Board's Caodification of

Governmental Accounting and Financial Reporting Standards, Section 2100.

The component unitswhich are blended into the Commonweal th's primary government are: the State Property and
Buildings Commission, Kentucky Asset/Liability Commission, Kentucky River Authority, Kentucky Lottery
Corporation, Kentucky School Facilities Construction Commission, Turnpike Authority of Kentucky, Board of
Agriculture, Kentucky SavingsBond Authority, Kentucky Retirement System, and Kentucky Teachers' Retirement
System.

The Commonwealth's discretely presented component unitsare: the Kentucky State Fair Board, Kentucky Center
for the ArtsCorporation, Bluegrass State SkillsCorporation, Kentucky Educational Television Authority, Kentucky
Economic Development Finance Authority, Kentucky Higher Education Assistance Authority, Kentucky Higher
Education Student L oan Corporation, Kentucky Educational Savings Plan Trust, Kentucky Housing Corporation,
Kentucky Infrastructure Authority, Kentucky Agricultural Finance Corporation, Kentucky Grain Insurance Corpo-
ration, Kentucky Local Correctional Facilities Construction Authority, Kentucky Community Technical College
System, and the eight state supported universities.



The Commonwealth providesthefull range of services contemplated by statute, including economic devel opment,
educational and human services, energy and natural resourcesmanagement, law enforcement, correctional and public
protection services, transportation, publicimprovements, and general legidative, administrative, andjudicial services.

ECONOMIC CONDITION AND OUTLOOK

In 1998 the U.S. economy defied expectations of a slowdown normally expected after seven years of continuous
growth. Theoutput of total goodsand servicesasmeasured by thegrowthinreal grossdomestic product (GDP) surged
by 3.9% over thepreviousyear. Thisstrength wasall the moreimpressiveas GDP growthin 1997 had been equally
robust at 3.8%.

The Kentucky economy al so made astrong showing in 1998 with total personal incomerising by 5.0% comparedto
theU.S. averageof 5.2%. Tota nonagricultural employment increased by 2.4% versus 2.6% nationally. By theend
of thefiscal year, Kentucky's unemployment rate had fallen to 4.5% compared to 4.7% for the U.S.

The strong economic showing for both Kentucky and the U.S. is derived from a soaring consumer confidence and
strong demand. In spiteof the Asian economic crisisthat plunged most Southeast A sian countries--including Japan-
-into adeep recession, U.S. domestic demand continued to grow unabated. Even though exportsto these countries
plunged, cheaper importsand falling commaodity pricesbuoyed our economy. Thisfueled domestic consumptionand
kept downinflation.

Giventhespread of theeconomic crisisfrom Asiato Russiaand Brazil, it isanticipated that K entucky'seconomy will
undergoadight slowdowninthenear future. The outlook for 1999 callsfor continued, but slower growthinall sectors

of the economy.
MAJOR INITIATIVES

1998 provided the first opportunity for you to effectively finance the major components of your 33-point strategic
agendawithanew biennial budget. Becauseof thefact that the Commonweal th enjoyed arecord-setting financial year,
as evidenced by its ending cash balance in the General Fund, you were ableto place the state's budgetary resources
squarely behind that strategic agendaduring the 1998 Regular Session of the General Assembly.

Asnoted, the Commonweal th'seconomy continued to berobust throughout theyear, asdid thenational economy. As
adirect consequence, thisenabled thefollowing policy and budgetary initiativesto befunded: thelargest increasein
fundsfor postsecondary educationimprovementsinthestate'shistory; themost extensivecapital project and statewide
infrastructureinvestment programinthestate'shistory; thelargestincreaseinfundingfor juvenilejusticeinthestate's
history; thelargest Budget Reserve Trust Fund balanceinthestate'shistory; thelargest | egidlativel y-enacted Surplus
ExpenditurePlaninthestate'shistory; theinitiation of the second major phaseof the EM POWER K entucky initiative
toreengineer stategovernment; theenactment of acomprehensivecriminal justicereformand crimereduction program;
the continued support of the Kentucky Education Reform Act (KERA) with special emphasis on improved
accountability and safeschools; amajor children'shealthinitiative; reductionsinseveral statetaxes; and adherenceto
astructurally balanced budget plan ensuring a match between recurring revenues for recurring needs and onetime
revenuesor surplusesfor nonrecurring investments.

Subsumed withinthese major initiativeswereahost of specificimprovements, projects, and new programsaimed at
theoverarching strategic goal of achieving economic opportunity and astandard of livingfor the Commonweal th that
exceedsthenational averagein 20 years. Among the most important of those dealing with postsecondary education
were anew Commonwealth's Scholarship program funded through the State L ottery; a $110 million state-funded
University Endowment program; capital fundinginexcessof $400 million; fully funding needsbased student financial
aid programsfor thefirst timein the state's history; and substantial funding for aTechnology Trust Fund, aPhysical
Facilities Trust Fund, aResearch Challenge Trust Fund, aRegional University Excellence Trust Fund, aWorkforce
Devel opment Trust Fund, and aStudent Financial Aidand Advancement Trust Fund. Inaddition, scoresof individual
postsecondary education capital projects were authorized on a statewide basis. This postsecondary education
complement to the previously enacted elementary and secondary reform act completed a decade of state policy
emphasison Kentucky'seducational product that began with aseminal Kentucky Supreme Court decision regarding
elementary and secondary education governance and financing.



Both the education initiatives and those for the remainder of the public policy agenda were supported within the
existing state tax structure and from ongoing economic growth. Moreover, at the same time, the Commonwealth's
financial reserves continued to grow amidst new programs launched with long-term sustainability as a defining
financial and policy principle.

FINANCIAL INFORMATION
The Accounting System and Budgetary Controls

The Commonwealth’s financial statements are prepared in accordance with Generally Accepted Accounting
Principles(GAAP). Thegovernmental funds, expendabl etrust funds, and agency fundsare presented onthemodified
accrual basis of accounting whereby revenues are recognized when measurable and available, and expendituresare
recognized when goodsor servicesarereceived and therelated liabilitiesareincurred. The proprietary and pension
trust funds are presented on the accrual basis of accounting with all revenues and expenses recognized when the
transactions occur, regardless of when related cash isreceived or disbursed.

I n devel oping and operating the Commonweal th’ saccounting system, emphasi sisplaced ontheadequacy of internal
accounting controls. They aredesignedto providereasonable, but not absol ute, assurancethat assetsare saf eguarded
against loss from unauthorized use or disposition, and that financial records are reliable for preparing financial
statementsand mai ntai ning accountability for assets. Theconcept of reasonabl e assurancerecogni zesthat the cost of
internal control sshould not exceed thebenefitslikely to bederived fromtheir use, and that such cost-benefit eval uation
requires estimates and judgements by management. All internal control evaluationsoccur within thisframework.

Budgetary control ismaintained at thebudget unit level described inthe Notesto Combined Financial Statementsby
the encumbrance of estimated purchase amounts prior to therel ease of contractsto vendors. Contractswhich result
inoverrunsof avail ablebal ancesarenot rel eased until budget revisionsareapproved or additional appropriationsare
made. Open encumbrances are reported asreservations of fund balancesin the Commonwealth’ s Special Revenue
and Capital Projects Fundsat June 30, 1998.

General Fund Condition - Budgetary Basis

General Fund revenue on abudgetary basisfor 1998 was $6.15 billion, anincrease of 8.2% over 1997. Thisamount
includes$6.01 billionintax and non-tax receipts, and $138.42 million of Operating Transfersin. Taxesrepresented
92.9% of al General Fundrevenuecollected duringtheperiod. Theamountsand percentagesof 1998 revenuederived
fromspecific sourcesand thechangesfrom 1997 areshown bel ow (expressedinthousands) and areillustratedin Chart
1.

General Fund Revenueand Other Financing Sour ces - Budgetary Basis

Increase(Decrease) from
1997
Revenue Source Amount Percent of Total Amount Percent

Individual Income Tax $ 2,418,145 393% $ 213,122 9.7%
Sales and Gross Receipts Taxes 2,155,186 35.0% 102,958 5.0%
Property Taxes 397,852 6.5% (57,887) (12.7%)
Corporatelncome Tax 333,666 5.4% 40,913 14.0%
Non-Tax Revenue 297,204 4.8% 34,883 13.3%
SeveranceTaxes 186,058 3.0% (584) (0.3%)
Operating Transfersin 138,417 2.3% 117,869 573.6%
License and Privilege Taxes 114,841 1.9% 4,502 4.1%
Inheritance and Estate Taxes 105,538 1.7% 10,251 10.8%
Miscellaneous Taxes 3,316 0.1% 95 2.9%

Total General Fund Revenue $ 6,150,223 100.0% $ 466,122 8.2%




General Fund expendituresonabudgetary basisfor 1998 total ed $5.96 billion, including Operating Transfers Out of
$341.04million. During 1998, expendituresincreased by 8.0% and transfersdecreased by 23.8% comparedto 1997.
Thegenera government functionincludes$767.68 million of expendituresand $7.15million of transfersfor theeight
State supported universities, whichtogether amount to 13.0% of the General Fundtotal. Theamountsand percentages
of 1998 expendituresfor thevariousgovernmental functionsand the changesfrom 1997 are shown bel ow (expressed
in thousands) and areillustrated in Chart 1.

General Fund Expendituresand Other Financing Uses- Budgetary Basis

Increase(Decrease) from
1997
Function Amount Percent of Total Amount Percent

General Government $ 1,369,662 23.0% $ 39,507 3.0%
Legidative and Judicia 166,224 2.8% 13,211 8.6%
Commerce 120,202 2.0% 521 0.4%
Education and Humanities 2,686,820 45.1% 78,977 3.0%
Human Resources 1,118,038 18.8% 73,747 7.1%
Justice 360,350 6.0% 57,400 18.9%
Natural Resources and Environmental

Protection 52,255 0.9% 2,776 5.6%
Public Protection and Regulation 69,921 1.2% 33,702 93.1%
Transportation 5,671 0.1% 408 7.8%
Non-budgetary Items 8,617 0.1% 8,457 5,285.6%
Total General Fund Expenditures $ 5,957,760 100.0% $ 308,706 5.5%

The General Fund had a 1998 budgetary undesignated fund balance of $356,015,465. This is an increase of
$71,898,839 over the 1997 year-end budgetary undesignated fund balance of $284,116,626.

General Governmental Functions - GAAP Basis

Genera governmental functionson aGAAP basisare accounted for in four governmental funds - General, Special
Revenue, Debt Service, and Capital Projects. Revenuefor general governmental functionstotaled $11.60billionfor
1998, an increase of 6.1% over the amount recognized during 1997. The amountsand percentages of 1998 revenue
derived from specific sourcesandthechangesfrom 1997 areshownbel ow (expressedinthousands) andareillustrated
in Chart 2.

Governmental FundsRevenue- GAAPBasis

Increase(Decrease) from
1997
Revenue Source Amount Percent of Total Amount Percent
Taxes $ 6,871,848 50.2% $ 384,660 5.9%
Intergovernmental 3,809,686 32.8% 184,445 5.1%
Chargesfor Services 289,555 2.5% 27,189 10.4%
Other Revenue 218,883 1.9% 25,677 13.3%
Interest and I nvestments 191,986 1.7% 36,108 23.2%
Licenses, Fees, and Permits 170,454 1.5% 5,897 3.6%
Fines and Forfeits 47,265 0.4% (1,273) (2.6%)
Total Governmental Funds Revenue $ 11,599,677 100.0% $ 662,703 6.1%




1998 Governmental Funds Revenue was $662.7 million over 1997. Higher Tax and Intergovernmental receipts
account for 85.9% of theincrease. Seven of eight tax sources, primarily inthe General Fund, went up $420.1 million
but were offset by a$35.4 million declinein Property Tax receipts. Intergovernmental revenuerose $184.4 million
on the strength of $198.2 million more in Federal Fund receipts from the United States government.  Interest and
Investmentincomeimproved 23.2%a most entirely duetoa$33.4 millionincreaseinearningsdepositedinthe General
Fund. RevenuefromFinesand Forfeitsfell by 2.6% becausecollectionsdropped $1.6 millioninthe Agency Revenue
Fund and $1.0 million in the Other Special Revenue Fund whileraising $1.4 millionin the General Fund.

Expenditures, excluding transfers, for general governmental functions on a GAAP basistotaled $10.64 billion for
1998, an increase of 4.9% compared to 1997. The amounts and percentages of 1998 expenditures for various
governmental functions and the changesfrom 1997 are shown bel ow (expressed in thousands) and areillustrated in

Chart 2.
Governmental FundsExpenditures- GAAPBasis

Increase(Decrease) from
1997
Function Amount Percent of Total Amount Percent

General Government $ 652,980 6.1% $ 59,480 10.0%
Legidative and Judicia 165,645 1.5% 15,041 10.0%
Commerce 45,953 0.4% 1,545 3.5%
Education and Humanities 3,187,712 29.9% 110,869 3.6%
Human Resources 4,253,354 40.0% 44,592 1.1%
Justice 402,149 3.8% 62,049 18.2%
Natural Resources and Environmental

Protection 112,923 1.1% 9,567 9.3%
Public Protection and Regulation 115,479 1.1% 9,716 9.2%
Transportation 1,135,102 10.7% 42,539 3.9%
Capital Outlay 135,106 1.3% 35,404 35.5%
Debt Service 438,029 4.1% 105,902 31.9%
Total Governmental Funds Expenditures  $ 10,644,432 100.0% $ 496,704 4.9%

1998 Governmental Funds Expenditureswere $496.7 million over 1997. Education and Humanitiesfunction costs
rose $110.9 million, due primarily to $70.7 million more in General Fund grants and subsidies awarded by the
Department of Education. Capital Outlay was up 35.5%, based primarily on $30.6 million morein Capital Projects
Fund expendituresinthe Commerce Function. Debt Serviceroseby $105.9 millionduea most totally to $50.1 million
inadditional principal retirement and $60.0 millionmoreininterest offset by a$4.1 milliondropinother expenditures,
all in the Debt Service Fund.

Endingfundbalancesfor all governmental fundtypesincreased 21.2%, from$2.25 billion asrestated for 1997,t0$2.73
billionin 1998. Of thesetotals, unreserved fund balancesincreased 29.9%, from $1.17 billion asrestated at June 30,
1997, to $1.52 billion at June 30, 1998.

Debt Administration
The amount of debt service for general bonded debt, the ratio of this amount to total expenditures for general

governmental functions, and theamount of debt per capitaareuseful indicatorsto citizens, investors, and management
regarding the Commonwealth’ sdebt position. Thedatafor 1998is:

Debt Service (thousands) Ratio to Total General Governmental Expenditures Debt Per Capita
General Bonded Debt $438,029 4.1% $714

No general obligation bondswere authorized or outstanding at June 30, 1998.



During 1998, Kentucky issued revenue bondstotaling $211,335,121 for general governmental functionswhich are
supported by governmental fund appropriations. $184,720,414 defeased existing debt and funded related reserve
accounts. Theremaining $26,614,707 funded new projects. All issues sold during 1998 received arating of "A"
or higher by the major rating services. At June 30, 1998, total principal outstanding for revenue bonds paid from
governmental fund appropriationswas $2,833,433,371.

Cash Management, I nvestment and Collateral Policy

TheCommonwealth'sinvestmentsaregoverned by KRS42.500and KAR Title200 Chapter 14. The Statelnvestment
Commission, comprised of the Governor, Treasurer, Secretary of the Finance and Administration Cabinet, and
gubernatorial appointeesof the Community Independent Banker's Association and Kentucky Banker's Association,
ischarged with oversight of the Commonwealth'sinvestment activities. The Commissionisrequiredto meet at |east
quarterly, and delegates day to day investment management to the Office of Financial Management and Economic
Anaysis.

At June 30, 1998, the Commonweal th'soperating portfoliowasapproximately $3.3 billionin cashand securities. The
composition of investments was as follows. U.S. treasury securities (20.1%), securities issued by agencies,
corporationsandinstrumentalitiesof theUnited StatesGovernment (41.1%), repurchase agreementscoll ateralized at
102% by theaf orementioned (22.5%), U.S. dollar denominated corporate securitiesrated A or higher by anationally
recognized rating agency (9.2%), municipal securitiesrated A or higher by Standard & Poor's or Moody's (2.2%),
money market securitiesrated A1-P1 or higher by Standard & Poor'sor Moody's (2.3%), and asset backed securities
rated in the highest category by nationally recognized rating agency (2.6%). Money market securities, including
Bankers A cceptances, Commercial Paper and Certificatesof Deposit, arelimitedto 20% of thetotal portfolioand $25
millionperissuer. Theannualizedyieldfor 1998 was5.99% and hasamadified duration of approximately 1.07 years.
The Commonwealth'sinvestmentsare marked to market daily.

During 1998, general depository cashinexcessof daily requirementsand not required for immediateexpenditurewas
investedintheabove-described securities, aswell assecuritiesissued by the Commonweal th of Kentucky. Investment
incomefor 1998, excluding that from pension trust funds, was $211.1 million.

TheCommonwealth'sinvestmentsarecategorizedintofour investment pools: Short-Term, Long-Term, Intermediate,
and U.S. Bond Proceeds Pools. The purpose of these poolsisto provide economies of scalethat enhanceyield, ease
administrationandincreaseaccountability and control. The Short-Term Pool consistsprimarily of General Fund cash
balancesand providesliquidity totheremaining pools. TheL ong-Term Pool investsthe Budget Reserve Trust Fund
account and other funds deemed appropriate for the pool whereliquidity isnot aseriousconcern. Thelntermediate
Pool represents Agency Fundinvestments, state held component unit fundsand fiduciary fund accountsheld for the
benefit of others by the state. The Bond Proceeds Pool investsin U.S. Treasury and Agency obligations. Capital
Construction bond proceeds are deposited into the Bond Proceeds Pool until expended for their intended purpose.

The Commonwealth engagesin selective derivative transactions. These transactions are entered into only with an
abundance of caution and for specific hedge applications to minimize yield volatility in the portfolio. The State
Investment Commission expressly prohibitsthe use of margin or other leveraging techniques. The Commonwealth
executes a variety of transactions which may be considered derivative transactions, including: over-the-counter
treasury options, the securitieslending program, fixed receiver interest rate swaps, and most recently the purchase of
mortgage backed securities, and col lateralized mortgageobligations.

The Commonwealth has used over-the-counter treasury options since the mid-1980's to hedge and add valueto the
portfolio of treasury securities. Thesetransactionsinvolvethe purchaseand sale of put and call optionson acovered
basis, holding either cash or securities sufficient to meet the obligation should it beexercised. The State Investment
Commission limits the total option commitment to no more than 20% of the total portfolio of treasury and agency
securities. Historically, thiscommitment has been lessthan 10% of the portfaolio.

TheCommonweal th hashad asecuritieslending program sincethemid-1980's. Thisprogramisstructured asapaired
tri-party repurchase transaction with an approved custodian bank and aprimary dealer acting asprincipa. Thestate
reversesitstreasury and agency securitiesinexchangefor 102% of eligiblecollateral pursuant to KRS42.500, marked



tomarketdaily. Currently, the Commonwealth receivesaguaranteed 9.5 basi s points of the average market value of
securitiesintheprogram.

The Commonwealth has al so engaged in an asset-based interest rate swap to better match itsassetsand liabilitiesand
tostabilizethevolatility of interestincome. Thesetransactionshaverequiredthe Commonwealthto pay afl oating rate
inexchangefor afixed rate over aspecific period of time. On September 28, 1995, the State | nvestment Commission
adopted resol ution 95-03, which re-authorized interest rate swap transactionsin anotional amount not to exceed $200
million outstanding, using the International Swap Deaers Association, Inc. Master Agreement and applicable
appendices. Currently, the Commonweal th hasone$50 million notional amount fixed ratereceiver swaptransaction
outstanding, which hasafinal maturity of July 9, 1999.

HouseBill 5of theFirst Extraordinary Session of 1997 wasenacted onMay 30, 1997. Thebill amended KRS42.500
to authorize the purchase of additional securities with excess funds available for investment. The new classes of
securitiesinclude: United Statesdollar denominated corporate, Y ankeeand Eurodol lar securities, issued by foreign
and domesticissuers, including sovereign and supranatural governments, rated in one of thethree highest categories
by anationally recognized rating agency, and asset backed securities rated in the highest category by a nationally
recognized rating agency.

OnJune 18, 1997, the Kentucky Investment Commission adopted policiesand proceduresto govern the purchase of
the new authorized securities. The new asset classes will be limited to 25% of the assets of any investment pool.
Corporatesecurities, inclusiveof Commercial Paper, Banker'sA cceptancesand Certificatesof Deposit arelimitedto
$25million perissuer. Asset Backed Securitiesarelimitedtoastated final maturity of 10yearsor lessand must have
aweighted-average-life of not morethan 4 years. The Commission also adopted policiesand proceduresregarding
theinvestment of fundsin United States Agency Mortgage Backed Securities("MBS'") and Collateralized M ortgage
Obligations("CMQ"). MBSand CM O arelimitedtoamaximum of 25% of any investment portfolio. MBSarelimited
to astated final maturity of 10 years or lesswith aweighted-average-life of 4 yearsor less. CMO are subject to the
guidelines established by the Federal Financia Institutions Examination Council for CM O security purchases for
regulated financial institutions. CMO arefurther limited to aweighted-average-life of 4 yearsor less.

Risk Management

TheDivisionof Risk Management (DRM) overseesand coordinatesrisk management and insuranceresponsibilities
among various state agencies in accordance with KRS 42.0245. For the year ended June 30, 1998, the Division
achieved a cash savings of $540,589 by obtaining lower bids from improved insurance bid specifications and by
seeking broader markets. Risk exposuresintheamount of $2.3 millionwereeliminated for propertiesthat wereeither
uninsured or underinsured. Since 1989, risk exposures of $59 million have been eliminated for either uninsured or
underinsured state property and buildings. The Finance and Administration Cabinet insures property, computers,
vehicles, telephones, fidelity bonds, and workers compensation claimsin theamount of $327.5million annually for
apremium of $199,227.

New risk management initiativesfor theyear included sel f-insuring computersinthe State Fireand Tornado I nsurance
Fund and offering state agenciesreplacement cost val ue coveragefor buildingswithout deductionsfor depreciation
and norateincrease.

Currently, the Commonweal th'sthree maj or self-insurance programsinclude: theFireand Tornado Insurance Fund
for property and casualty coverage; the State Empl oyee Benefit Fund (Kentucky Kare) for health care coverage; and
the State Self Insurance Fund for Workers Compensation benefits. The Finance and Administration Cabinet, in
accordancewith KRS 45A.022, purchasesinsurance policiesto transfer to insurance companies other financial and
catastrophic risksfor various state agencies not assumed by these programs.

The Fire and Tornado Insurance Fund consists of "premiums’ charged to state agencies and universities. Current
annua "premiums" of $4.9 millioninsure $5.1 billionin property assetsfor 6,782 facilitiesthroughout the state. By
statute, the Fund must have areserve of $5,000,000 at the close of each fiscal year. All lossesarereinsured to limit
fund liability to $300,000 for any one lossto each subject of risk. For the year ended June 30, 1998, the Fund paid
218claimsintheamount of $1,722,155. Earthquakeand Flood Coveragefor statefacilitiesareavail ableasadditional
insured perilsin the Fund.



The State EmployeeBenefit Fundisapublicentity risk pool which self-insuresrisksof providing health carebenefits
for approximately 33,381 subscribersincluding stateempl oyees, employeesof |ocal boardsof education, employees
of local health departments, and retirees under age 65 and other individual s subscribing to the Kentucky Kare health
plans. For theyear ended June 30, 1998, the state contributed $198 per insured monthly or $79.3 millionannually for
thiscoverage. Asof June 30, 1998, the Commonwealth had paid $140.6 millionin claims. Funded reservesof $35.6
millionaremaintainedto cover claimliabilities, which at June 30, 1998, were$21.3 million. Netincomefor theyear
decreased $35 million asaresult of reduced premium income.

The State Self Insured Workers Compensation Trust Fund provides workers compensation coverage for state
employees. At June 30, 1998, the State program had assets of $14.3 million and an unreserved accumulated deficit
of $42.7 million. Premiumincomefor thefiscal year increased from$14.1 millionto$16.1 millionandtheunreserved
accumulated deficit increased $2.0 million fromthe previousfiscal year. The Fund carriesreinsurance coveragefor
largeindividual or incident claims of $5 million withlimitsof $20 million. Theamount of claimspaid for thefiscal
year was $15.2 million. The Transportation Cabinet has a separate self insured workers compensation fund for its
employees. Asof June 30, 1998, the Fund has unpaid liabilities of $20.1 million. The fund carries reinsurance
coveragefor claimsexceeding $1 million with limitsof $10 million.

Capital Projects Fund

Proceeds of certain bond issues and other appropriated monies to be used for projects related to economic
development and the construction, improvement, and maintenance of the Commonwealth’s physical plant are
accounted for in the Capital Projects Fund until such projects are completed. Completed construction and
improvement projects are capitalized in the appropriate proprietary fund or General Fixed Assets Account Group
at year end. All uncompleted construction in progress is capitalized in the General Fixed Assets Account Group
or appropriate proprietary fund. During 1998, projects costing $81,639,736 were completed.

Proprietary Funds

Combined operating revenuesof theprimary government'sEnterprise Fundsincreased from $908.0 millionfor 1997,
t0 $945.1 millionin 1998. Combined operating expenses of these funds decreased from $899.6 million for 1997 to
$806.6 millionin 1998. The Kentucky L ottery Corporation paces Enterprise Fund activity with operating revenues
and expenses of $585.0 million and $429.5million. At June 30, 1998, there are no outstanding revenue bondsinthe
State Parks Fund or other blended component units.

Combined operating revenues and expenses of discretely presented component units accounted for in proprietary
fundtypeswere$212.1 millionand $240.3millionfor 1998, compared to $195.9 millionand $234.2millionin 1997.
The Kentucky Housing Corporation |eads such activity with operating revenues and expenses of $82.9 million and
$70.7million. AtJune30, 1998, outstanding revenuebondsfor thediscretely presented component unitstotaled $1.61
billion, of which $887.2 million and $423.7 million are accounted for in the Kentucky Housing Corporation and
Kentucky Higher Education Student L oan Corporation, respectively.

Combined operating revenues and expenses for the Commonwealth’ s Internal Service Funds amounted to $124.9
million and $123.7 million, as compared to 1997 totals of $123.5 million and $134.0 million. Theinternal service
operationsprovidedinclude, but arenot limitedto, dataprocessing, telecommuni cations, property management, and
insuranceadministration.

Proprietary fundsreceive budgeted operating transfers of General Fund appropriations.



Pension Trust Funds

The Commonwealth administers separate retirement systemsfor Kentucky employees, State Police officers, public
school teachers, judges, legislators and county employees. At June 30, 1998, combined total assetsfor these plans
reached $24.8 hillion. The aggregate operating revenue of these funds was $1.97 hillion, including interest and
investment incomeof $865.4 million. Total operating expenseswere$1.2 billion, including retirement benefitspaid
of $852.9 million.

Theseretirement systemsareasfollows. Kentucky Employes Retirement System; State Police Retirement System;
County Employes Retirement System; Teachers Retirement System; and the Judicial Form Retirement System
(including both the Judicial Retirement Fund and the L egidlators Retirement Fund).

University and College Funds

The eight state-supported universities and Kentucky Community and Technical College System (KCTCYS) are
discretely presented component units accounted for in the University and College Funds. University and College
Current Funds revenue rose from $1.22 billion in 1997 to $1.24 billion in 1998 for an increase of 1.6%. State
appropriations transferred from the General Fund to these funds went up 5.0% to $774.6 million. Current fund
expendituresand transfersincreased 3.6% during 1998, to $2.03billion. AtJune30, 1998, outstanding revenuebonds
for the state supported universitiesand KCTCStotal $708.8 million, of which $207.6 millionisaccounted for by the
University of Kentucky and $170.6 millionisaccounted for by the University of Louisville.

General Fixed Assets

The general fixed assets of the Commonwealth are those fixed assets used in the performance of general
governmental functionsand excludethefixed assetsof theEnterprise, Internal Service, and Component UnitsFunds.
AtJune30, 1998, thegeneral fixed assetsof Kentucky amounted to$1.3million. Thisamount representstheval uation
of general fixed assetsin accordancewith GA AP asdescribed in the Notesto the Financial Statements. Depreciation
of general fixed assetsisnot recognized in the Commonwealth’ s accounting system.

OTHER INFORMATION
| ndependent Audit

The accompanying financial statements have been audited by the Office of the Auditor of Public Accounts of the
Commonwealth of Kentucky. Their examinationwasconducted in accordancewith generally accepted government
auditing standards, and the report of the independent auditor appears elsewhere in this report.

Certificate of Achievement for Excellence in Financial Reporting

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the Commonwealth of Kentucky for its Comprehensive
Annual Financial Report for theyear ended June 30, 1997. Thisistheeleventh consecutiveyear the Commonwealth
hasreceived this prestigiousaward.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable and
efficiently organized comprehensive annual financial report, the contents of which conform to program standards.
Such reports must satisfy both generally accepted accounting principles and applicable legal requirements.

The Certificate of Achievement isvalid for aperiod of one year only. We believe our current report continues to
conform to the Certificate of Achievement Program requirements, and we are submitting it to GFOA.
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January 30, 1999

The Honorable John P. McCarty

Secretary, Finance and Administration Cabinet
383 New Capitol Annex

Frankfort, Kentucky

Dear Secretary McCarty:

Pursuant to Section 48.800 (3) of the Kentucky Revised Statutes, the Comprehensive Annual Financial Report
(CAFR) of theCommonweal th of Kentucky for thefiscal year ended June 30, 1998, issubmitted herewith. 1t contains
all funds, account groups, and entitiesthat are controlled by or dependent onthe Commonwealth based onthecriteria
developed by the Governmental Accounting Standards Board (GASB) in its Codification of Governmental

Accounting and Financial Reporting Standards, Section 2100.

The basis of accounting upon which the report has been prepared complies with Generally Accepted Accounting
Principles(GAAP) for stategovernmentsas prescribed by both GA SB and the American I nstituteof Certified Public
Accountants' (AICPA) publication Audits of State and L ocal Governmental Units.

Theinformation presented fairly and fully disclosesthe financia position and results of financial operations of the
Commonwealth for the reporting period as measured by the financial activity of thevariousfunds. All appropriate
disclosures necessary to assist readersin their understanding and eval uation of Kentucky’ sfinancial condition have
been included in this report.

Respectfully submitted,

Edgar C. Ross, Controller
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Revenue Sources

Miscellaneous Taxes 0.1%.
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Operating Transfers In 2.3%

Severance Taxes 3.0%

Non-Tax Revenue 4.8%

Corporate Income Tax 5.4%

Property Taxes 6.5%

Sales and Gross Receipts Taxes 35.0%

Individual Income Tax 39.3%

Chart 1
General Fund - Budgetary Basis

Fiscal Year 1998

(amounts in billions)
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Chart 2
Governmental Funds - GAAP Basis
Fiscal Year 1998

(amounts in billions)
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Independent Auditor’s Report

To the People of Kentucky

The Honorable Paul E. Patton, Governor
Mr. John P. McCarty, Secretary

Finance and Administration Cabinet

We have audited the accompanying general-purpose financial statements of the
Commonwealth of Kentucky as of and for the year ended June 30, 1998, as listed in the
table of contents. These general-purpose financial statements are the responsibility of the
Commonwealth’s management. Our responsibility is to express an opinion on these
general-purpose financial statements based on our audit.

We did not audit the financial statements of certain organizational units within the
governmental fund types; the Kentucky Lottery Corporation, Workers’ Compensation
Special Fund, Coal Workers’ Pneumoconiosis Fund, and Transportation Cabinet's Fleet
Management Fund and Self-Insured Workers’ Compensation Trust Funds within the
proprietary fund types; the Pension Trust Funds and Transportation Cabinet’s portion of
the Agency Funds within the fiduciary fund types; and universities and colleges and
certain other discretely presented component units. These organizational units represent
total assets of 15, 68, 94, and 99.9 percent; total revenues/additions of 13, 72, 93, and
99.9 percent; and total expenditures/expenses/deductions of 14, 72, 76, and 99.9 percent,
respectively, of the related combined totals of the governmental fund types, proprietary
fund types, fiduciary fund types, and discretely presented component units. We also did
not audit certain fixed assets which represent 15 percent of the General Fixed Assets
Account Group. In addition, we did not audit certain long-term obligation accounts
which comprise 44 percent of the total liabilities in the General Long-Term Obligations
Account Group. These organizational unit financial statements and fixed asset and
general long-term obligation accounts were audited by other auditors whose reports
thereon were furnished to us, and our opinion expressed herein, insofar as it relates to the
amounts included for the organizational units, the fixed assets, and the long-term
obligations referenced above, is based solely on the reports of other auditors.



To the People of Kentucky

The Honorable Paul E. Patton, Governor
Mr. John P. McCarty, Secretary

Finance and Administration Cabinet
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We conducted our audit in accordance with generally accepted government
auditing standards except as discussed in the following paragraph and except that a
portion of the university and college discretely presented component units was audited in
accordance with generally accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the general-
purpose financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
general-purpose financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall general-purpose financial statement presentation. We believe that our audit and
the reports of other auditors provide a reasonable basis for our opinion.

Governmental Accounting Standards Board Technical Bulletin 98-1, Disclosures
About Year 2000 Issues, requires disclosure of certain matters regarding the year 2000
issue. The Commonwealth of Kentucky has included such disclosures in Note 17.
Because of the unprecedented nature of the year 2000 issue, its effects and the success of
the related remediation efforts will not be fully determinable until the year 2000 and
thereatfter. Accordingly, insufficient audit evidence exists to support the
Commonwealth’s disclosures with respect to the year 2000 issue made in Note 17.
Further, we do not provide assurance that the Commonwealth is or will be year 2000
ready, that the Commonwealth’s year 2000 remediation efforts will be successful in
whole or in part, or that parties with which the Commonwealth does business will be year
2000 ready.

In our opinion, except for the effects of such adjustments, if any, as might have
been determined to be necessary had we been able to verify evidence regarding year 2000
disclosures, based on our audit and the reports of other auditors, the general-purpose
financial statements referenced above present fairly, in all material respects, the financial
position of the Commonwealth of Kentucky as of June 30, 1998, and the results of its
operations and the cash flows of its proprietary fund types and discretely presented
component unit proprietary funds for the year then ended, in conformity with generally
accepted accounting principles.

As disclosed in Note 2, the Commonwealth of Kentucky implemented
Governmental Accounting Standards Board Statement 31 for the year ended June 30,
1998, which resulted in a decrease in beginning fund balance/retained earnings of
$2,459,000, for the primary government’s governmental fund types, and an increase of
$33,084,513, and $938,000, respectively, for the primary government’s proprietary fund
types, and fiduciary fund types; and an increase in beginning retained earnings/fund
balance of $5,250,000 for the proprietary fund types and $786,000 for the university
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and college funds of the discretely presented component units. Also as disclosed in Note
2, the Commonwealth implemented Governmental Accounting Standards Board
Statement 32 for the year ended June 30, 1998, which resulted in an increase in beginning
fund balance for the Expendable Trust Fund of $379,617,000 with a corresponding
decrease in beginning assets and liabilities for the Agency Fund. During the year ended
June 30, 1998, the Commonwealth established the Kentucky Community Technical
College System within the university and college funds of the discretely presented
component units. The Community College System which had previously been reported as
part of the University of Kentucky was moved to the new System and represented an
increase in beginning fund balance of $162,943,000 for the System and a corresponding
decrease for the University of Kentucky.

Our audit was made for the purpose of forming an opinion on the general-purpose
financial statements taken as a whole. The combining and individual fund and account
group financial statements and schedules included in this report on pages 86 through 173
are presented for purposes of additional analysis and are not a required part of the
general-purpose financial statements of the Commonwealth of Kentucky. Such
information has been subjected to the auditing procedures applied in the audit of the
general-purpose financial statements and, in our opinion, is fairly presented in all material
respects in relation to the general-purpose financial statements taken as a whole.

The Introductory and Statistical Sections presented in this report on pages 1
through 18 and 174 through 188 were not audited by us and, accordingly, we do not
express an opinion thereon.

In accordance with generally accepted government auditing standards, we will
also issue our report on our consideration of the Commonwealth of Kentucky’s internal
control over financial reporting and our tests of its compliance with certain provisions of
laws, regulations, contracts and grants.

Respectfully submitted,

Edward B. Hatchett, Jr.

January 30, 1999



GENERAL PURPOSE FINANCIAL STATEMENTS

23



COMMONWEALTH OF KENTUCKY
COMBINED BALANCE SHEET

ALL FUND TYPES, ACCOUNT GROUPS AND DISCRETELY PRESENTED COMPONENT UNITS

JUNE 30, 1998
(Expressed in Thousands)

ASSETS AND OTHER DEBITS
CASH AND CASH EQUIVALENTS (NOTE 5)
CASH WITH FISCAL AGENTS
CASH ON DEPOSIT WITH FEDERAL GOVERNMENT
RESTRICTED CASH
INVESTMENTS, NET OF AMORTIZATION (NOTE 5)
RECEIVABLES, NET (NOTE 1)
INTERFUND RECEIVABLES (NOTE 7)
DUE FROM COMPONENT UNITS
INVENTORIES
PREPAID EXPENSES
DEFERRED CHARGES
RESTRICTED ASSETS
LAND
IMPROVEMENTS OTHER THAN BUILDINGS
BUILDINGS
MACHINERY AND EQUIPMENT
LESS: ACCUMULATED DEPRECIATION
CONSTRUCTION IN PROGRESS
OTHER ASSETS
AMOUNTS AVAILABLE FOR DEBT SERVICE
AMOUNTS TO BE PROVIDED IN FUTURE YEARS FOR
RETIREMENT OF GENERAL LONG-TERM OBLIGATIONS

TOTAL ASSETS AND OTHERS DEBITS
LIABILITIES, EQUITY AND OTHER CREDITS

LIABILITIES:
ACCOUNTS PAYABLE
TAX REFUNDS PAYABLE
ACCRUED LIABILITIES
INTERFUND PAYABLES (NOTE 7)
DUE TO COMPONENT UNITS
DUE TO PRIMARY GOVERNMENT
CLAIMS LIABILITY
CLAIMS ADJUSTMENT LIABILITIES
CAPITAL LEASE OBLIGATIONS (NOTE 10)
NOTES PAYABLE (NOTE 15)
BONDS PAYABLE (NOTE 15)
COMPENSATED ABSENCES (NOTE 1)
AMOUNTS HELD IN CUSTODY FOR OTHERS
DEPOSITS AND ADVANCE PAYMENTS
DEFERRED REVENUE
OTHER LIABILITIES
JUDGEMENTS AND CONTINGENCIES

TOTAL LIABILITIES

EQUITY AND OTHER CREDITS:
CONTRIBUTED CAPITAL (NOTE 1)
INVESTMENT IN FIXED ASSETS (NOTE 1)
RETAINED EARNINGS:
RESERVED FOR:
REVENUE BOND RETIREMENT
UNRESERVED
FUND BALANCE (NOTE 1)
RESERVED FOR:
ENCUMBRANCES
STATUTORY OBLIGATIONS
CAPITAL OUTLAY
REVENUE BOND RETIREMENT
EMPLOYEE RETIREMENT SYSTEM
RETIREE'S HEALTH INSURANCE
OTHER SPECIFIC PURPOSES (NOTE 1)
UNRESERVED:
DESIGNATED FOR HIGHWAY CONSTRUCTION
DESIGNATED FOR DEBT SERVICE
DESIGNATED FOR UNIVERSITIES AND COLLEGES
UNDESIGNATED

TOTAL EQUITY AND OTHER CREDITS

TOTAL LIABILITIES, EQUITY AND OTHER CREDITS

Governmental Fund Types

Special Debt Capital
General Revenue Service Projects
$ 283,760 $ 182,106 $ 3,452 $ 32,359
59,255
7,889
398,060 1,052,733 300,222 347,721
504,475 743,638 2,625 5,402
130,287 92,305 840 4,895
11,681 31,210
16
79,738
$ 1,328,263 $ 2,189,635 $ 366,394 $ 390,377
$ 217,347 $ 606,773 $ 852 $ 8,358
164,105
46,577 185,689 12,032 853
85,068 201,526 136 14,985
513,097 993,988 13,020 24,196
275,781 52,384
175,307 43,542
78,424
1,000 305,479
211,681 48,271 21,594
318,393
26,301
428,178 508,660 235,373
815,166 1,195,647 353,374 366,181
$ 1,328,263 $ 2,189,635 $ 366,394 $ 390,377

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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Fiduciary

Proprietary Fund Types Fund Types Account Groups

Trust General General Totals Totals
Internal and Fixed Long-Term Primary Government Component Reporting Entity
Enterprise Service Agency Assets Obligations (Memorandum Only) Units (Memorandum Only)
$ 137,520 $ 4878 $ 1,671,907 $ $ 2,315,982 $ 809,388 $ 3,125,370
9,079 68,334 68,334
615,385 615,385 615,385
7,889 17,357 25,246
845,173 24,725 23,756,284 26,724,918 888,935 27,613,853
48,356 1,854 266,504 1,572,854 1,903,390 3,476,244
163 7,793 16,623 252,906 252,906
149,226 149,226
3,457 4,073 50,421 26,049 76,470
325 1,377 179 1,897 1,012 2,909
21,784 21,784
79,738 116,077 195,815
14,547 1,037 80,847 96,431 89,338 185,769
57,538 367 57,905 66,164 124,069
110,094 10,435 2,583 751,136 874,248 2,173,185 3,047,433
35,325 140,736 296,395 472,456 727,880 1,200,336
(110,489) (105,607) (216,096) (125,435) (341,531)
73,215 10 130,287 203,512 127,482 330,994
272,260 272,260
354,374 354,374 354,374
3,053,249 3,053,249 3,053,249
$ 1,215,224 $ 91,678 $ 26,338,544 1,258,665 $ 3,407,623 $ 36,586,403 $ 7,264,092 $ 43,850,495
$ 16,146 $ 8,049 $ 71,925 $ $ 929,450 $ 171,937 $ 1,101,387
164,105 164,105
69,343 69,343
2,472 3,790 1,232 252,645 252,645
149,344 149,344
143 143
1,608,091 76,603 1,684,694 1,684,694
67,101 67,101 67,101
97 5,687 1,057 6,841 76,071 82,912
5,769 70,000 75,769 53,753 129,522
2,833,433 2,833,433 2,312,301 5,145,734
6,801 5,510 191,204 203,515 3,233 206,748
192,834 192,834 10,835 203,669
8,338 8,338
1,511 2,450 35,562 341,238 46,773 388,011
374,055 1,937,105 88,629 2,399,789 82,434 2,482,223
223,300 223,300 223,300
2,082,043 102,089 2,238,658 3,407,623 9,374,714 2,984,505 12,359,219
121,842 11,797 133,639 104,583 238,222
1,258,665 1,258,665 2,235,460 3,494,125
306,032 306,032
(988,661) (22,208) (1,010,869) 398,619 (612,250)
328,165 17,921 346,086
218,849 218,849
78,424 277,217 355,641
306,479 306,479
22,096,895 22,096,895 22,096,895
700,763 700,763 700,763
281,546 700,300 981,846
318,393 318,393
26,301 26,301
239,623 239,623
1,302,228 2,474,439 (168) 2,474,271
(866,819) (10,411) 24,099,886 1,258,665 27,211,689 4,279,587 31,491,276
$ 1,215,224 $ 91,678 $ 26,338,544 1,258,665 $ 3,407,623 $ 36,586,403  $ 7,264,092 $ 43,850,495
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COMMONWEALTH OF KENTUCKY

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

ALL GOVERNMENTAL FUND TYPES, EXPENDABLE TRUST FUNDS AND

DISCRETELY PRESENTED COMPONENT UNITS

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

REVENUES (NOTE 1):
TAXES
LICENSES, FEES, AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS
INTEREST AND OTHER INVESTMENT INCOME
OTHER REVENUES

TOTAL REVENUES

EXPENDITURES:

CURRENT:
GENERAL GOVERNMENT
LEGISLATIVE AND JUDICIAL
COMMERCE
EDUCATION AND HUMANITIES
HUMAN RESOURCES
JUSTICE
NATURAL RESOURCES AND

ENVIRONMENTAL PROTECTION

PUBLIC PROTECTION AND REGULATION
TRANSPORTATION

CAPITAL OUTLAY

DEBT SERVICE:
PRINCIPAL RETIREMENT
INTEREST AND FISCAL CHARGES
OTHER EXPENDITURES

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES (USES)

OPERATING TRANSFERS IN
OPERATING TRANSFERS OUT
TRANSFERS FROM PRIMARY GOVERNMENT
TRANSFERS TO COMPONENT UNITS
PROCEEDS FROM SALE OF BONDS:

NEW ISSUES

REFUNDING ISSUES
CAPITALIZED LEASES

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES AND OTHER FINANCING SOURCES
OVER (UNDER) EXPENDITURES AND OTHER
FINANCING USES

FUND BALANCE AT JULY 1 (NOTE 2), AS RESTATED
INCREASE (DECREASE) IN INVENTORIES
RESIDUAL EQUITY TRANSFER IN (OUT)

FUND BALANCE AT JUNE 30

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT

Governmental Fund Types

Special Debt Capital
General Revenue Service Projects
5,719,390 $ 1,152,458 $
20,675 149,779
7,049 3,802,337 300
4,015 277,403 8,137
43,088 4,177
65,443 68,017 28,307 30,219
40,571 175,431 304 2,577
5,900,231 5,629,602 36,748 33,096
276,741 376,239
161,561 4,084
16,956 28,997
2,613,629 574,083
1,014,263 3,239,091
339,878 62,271
54,096 58,827
40,605 74,874
5,075 1,130,027
135,106
213,500
222,986
1,543
4,522,804 5,548,493 438,029 135,106
1,377,427 81,109 (401,281) (102,010)
291,239 631,975 361,735 1,860
(368,752) (798,545) (9,782) (52,668)
(825,063)
163,605 80,888
44,264
272 298
(902,304) (2,667) 396,217 30,080
475,123 78,442 (5,064) (71,930)
338,448 1,118,624 358,438 438,111
810 (1,419)
785
815,166 $ 1,195,647 $ 353,374 366,181

26



Fiduciary
Fund Type

Expendable
Trust

245,901

16,370
179

100,579
29,980

Totals
Primary Government
(Memorandum Only)

393,009

7,117,749
170,454
3,826,056
289,734
47,265
292,565
248,863

62,672
6

11
208,039
3,848

405

11,992,686

274,981

715,652
165,651
45,964
3,395,751
4,257,202
402,149

112,923
115,479
1,135,507
135,106

213,500
222,986
1,543

118,028

10,919,413

84,361
(15,456)

1,073,273

68,905

1,371,170
(1,245,203)

(825,063)
244,493

44,264
570

186,933

1,115,295

(409,769)

1,302,228

663,504

3,368,016
(609)
785

4,032,596

27

Component
Units

Totals
Reportin g Entity
(Memorandum Onl y)

7,117,749
170,454
3,826,056
289,734
47,265
292,565
248,863

3,845

11,992,686

3,845

715,652
165,651
49,809
3,395,751
4,257,202
402,149

112,923
115,479
1,135,507
135,106

213,500
222,986
1,543

(3,845)

10,923,258

3,841

1,069,428

3,841

1,371,170

(1,245,203)
3,841

(825,063)

244,493
44,264
570

4)

(162)

(405,928)

(166)

663,500

3,368,754
(609)
785

4,032,430




COMMONWEALTH OF KENTUCKY

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES/FUND EQUITY
BUDGET AND ACTUAL (BUDGETARY BASIS) - ALL BUDGETED FUND TYPES AND
DISCRETELY PRESENTED COMPONENT UNITS (NOTE 4)

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

General Fund

Special Revenue

Budget Actual Variance Budget Actual Variance
REVENUES:
BUDGETED:
TAXES $ 5,701,153 $ 5,714,603 $ 13,450 $ 846,925 $ 849,197 $ 2,272
LICENSES, FEES, AND PERMITS 21,302 20,675 (627) 96,637 98,206 1,569
INTERGOVERNMENTAL 4,660 7,049 2,389
CHARGES FOR SERVICES 2,388 3,935 1,547 20,240 20,625 385
FINES AND FORFEITS 43,744 43,081 (663) 40 32 (8)
INTEREST AND OTHER INVESTMENT INCOME 49,523 60,019 10,496 36,500 41,951 5,451
LOTTERY PROCEEDS 153,000 153,000
OTHER REVENUES 12,699 2,608 (10,091) 2,400 1,055 (1,345)
TRANSFERS IN 12,975 10,887 (2,088)
TOTAL BUDGETED REVENUES 6,001,444 6,015,857 14,413 1,002,742 1,011,066 8,324
NON-BUDGETED:
TAXES 204,374
LICENSES, FEES, AND PERMITS 66,627
INTERGOVERNMENTAL 3,435,311
CHARGES FOR SERVICES 1,180,507
FINES AND FORFEITS 2,078
INTEREST AND OTHER INVESTMENT INCOME 40,993
EMPLOYER CONTRIBUTIONS 110
OTHER REVENUES 19 19 184,885
ESCHEAT REVENUE 6,817 6,817
TRANSFERS IN (INTERFUND) 127,530 127,530 307,334
TRANSFERS IN (INTRAFUND) 696,928
TOTAL NON-BUDGETED REVENUES 134,366 134,366 6,119,147
TOTAL REVENUES 6,001,444 6,150,223 148,779 7,130,213
EXPENDITURES:
GENERAL GOVERNMENT 1,699,144 1,369,662 329,482 1,568,877 1,219,279 349,598
LEGISLATIVE AND JUDICIAL 186,856 166,224 20,632 8,402 4,059 4,343
COMMERCE 130,365 120,202 10,163 31,719 30,464 1,255
EDUCATION AND HUMANITIES 2,691,786 2,686,820 4,966 601,480 559,348 42,132
HUMAN RESOURCES 1,142,340 1,118,038 24,302 3,139,933 2,784,012 355,921
JUSTICE 360,783 360,350 433 122,882 106,827 16,055
NATURAL RESOURCES AND
ENVIRONMENTAL PROTECTION 52,256 52,255 1 90,735 63,107 27,628
PUBLIC PROTECTION AND
REGULATION 70,538 69,921 617 87,191 80,142 7,049
TRANSPORTATION 9,827 5,671 4,156 2,809,144 1,310,990 1,498,154
TOTAL EXPENDITURES 6,343,895 5,949,143 394,752 8,460,363 6,158,228 2,302,135
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES (342,451) 201,080 543,531 971,985
OTHER FINANCING SOURCES (USES):
TURNPIKE AUTHORITY 935 935
RECEIPTS FROM TRUSTEES 140
TOTAL OTHER FINANCING SOURCES (USES) 935 1,075
EXCESS OF REVENUES AND OTHER
FINANCING SOURCES OVER (UNDER)
EXPENDITURES AND OTHER
FINANCING USES (342,451) 201,080 543,531 973,060
FUND BALANCE/FUND EQUITY AT JULY 1 538,075 538,075 1,340,353
NON-BUDGETED ITEMS (8,617) (8,617) (907,456)
FIXED ASSET ALLOCATION
RESIDUAL EQUITY TRANSFERS 785 785
FUND BALANCE/FUND EQUITY AT JUNE 30 $ 195,624 $ 731,323 $ 535,699 $ $ 1,405,957 $

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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Enterprise Internal Service Expendable Trust

Budget Actual Variance Budget Actual Variance Budget Actual Variance
$ $ $ $ $ $ $ $
14 6
16,370
105,635 98,087 9
637
9,718 447 38,533
249,007
87,664 26,691 1,923
61,854 504 3,400
267,332 1,560
532,854 127,295 309,242
532,854 127,295 309,242
7,755 5,061 2,694 97,718 84,138 13,580
47,333 44,605 2,728
1,905 1,196 709 241,800 240,727 1,073
14,067 12,757 1,310
702 420 282
487,918 317,090 170,828 537 511 26
21,033 20,398 635
545,613 368,372 177,241 133,355 117,804 15,551 241,800 240,727 1,073
164,482 9,491 68,515
164,482 9,491 68,515
277,960 43,789 550,531
(130,843) (8,231) (3,400)
23,882 28,405
1,830
$ 335,481 $ $ $ 75,284 $ $ $ 615,646 $

29 Continued



COMMONWEALTH OF KENTUCKY
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES/FUND EQUITY
BUDGET AND ACTUAL (BUDGETARY BASIS) - ALL BUDGETED FUND TYPES AND

DISCRETELY PRESENTED COMPONENT UNITS (NOTE 4)

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

Component Units

Budget Actual Variance

REVENUES:

BUDGETED:
TAXES $ $ $
LICENSES, FEES, AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS
INTEREST AND OTHER INVESTMENT INCOME
LOTTERY PROCEEDS
OTHER REVENUES
TRANSFERS IN

TOTAL BUDGETED REVENUES

NON-BUDGETED:
TAXES
LICENSES, FEES, AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES 27,360
FINES AND FORFEITS 1
INTEREST AND OTHER INVESTMENT
EMPLOYER CONTRIBUTIONS
OTHER REVENUES 140
ESCHEAT REVENUE
TRANSFERS IN (INTERFUND) 14
TRANSFERS IN (INTRAFUND) 371

TOTAL NON-BUDGETED REVENUES 27,886

TOTAL REVENUES 27,886

EXPENDITURES:

GENERAL GOVERNMENT

LEGISLATIVE AND JUDICIAL

COMMERCE 24,252 24,252

EDUCATION AND HUMANITIES

HUMAN RESOURCES

JUSTICE

NATURAL RESOURCES AND
ENVIRONMENTAL PROTECTION

PUBLIC PROTECTION AND
REGULATION

TRANSPORTATION

TOTAL EXPENDITURES 24,252 24,252

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES 3,634

OTHER FINANCING SOURCES (USES):
TURNPIKE AUTHORITY

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES AND OTHER
FINANCING SOURCES OVER (UNDER)
EXPENDITURES AND OTHER

FINANCING USES 3,634
FUND BALANCES/FUND EQUITY AT JULY 1 118,112
NON-BUDGETED ITEMS (1,872)
FIXED ASSET ALLOCATION
RESIDUAL EQUITY TRANSFERS
FUND BALANCES/FUND EQUITY AT JUNE 30 $ $ 119,874 $

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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COMMONWEALTH OF KENTUCKY

COMBINED STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS
ALL PROPRIETARY FUND TYPES AND DISCRETELY PRESENTED COMPONENT UNITS

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

OPERATING REVENUES:
CHARGES FOR SERVICES
INTEREST AND OTHER INVESTMENT INCOME
LOTTERY PROCEEDS
OTHER REVENUES

TOTAL OPERATING REVENUES

OPERATING EXPENSES:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
DEPRECIATION AND AMORTIZATION
INTEREST
TRAVEL
REINSURANCE EXPENSE
CLAIMS EXPENSE
CLAIM ADJUSTMENT EXPENSE
PRIZE EXPENSE
OTHER EXPENSES

TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)

NONOPERATING REVENUE (EXPENSES):
INTERGOVERNMENTAL REVENUE
GRANTS AND DONATIONS
MEMBERSHIP REVENUE
KENTUCKY CENTER FOR THE ARTS ENDOWMENT
GAIN (LOSS) ON SALE OF FIXED ASSETS
INTEREST AND OTHER INVESTMENT INCOME
INTEREST EXPENSE
OTHER REVENUES (EXPENSES)

TOTAL NONOPERATING REVENUES (EXPENSES)

INCOME (LOSS) BEFORE OPERATING TRANSFERS
AND EXTRAORDINARY ITEMS

OPERATING TRANSFERS IN

TRANSFERS FROM PRIMARY GOVERNMENT
TRANSFERS FROM COMPONENT UNITS
OPERATING TRANSFERS OUT

TRANSFERS TO PRIMARY GOVERNMENT
TRANSFERS TO COMPONENT UNITS

NET INCOME (LOSS)

ADD DEPRECIATION ON FIXED ASSETS
ACQUIRED BY CAPITAL GRANTS

INCREASE (DECREASE) IN RETAINED EARNINGS

RETAINED EARNINGS
AT JULY 1 (NOTE 2), AS RESTATED
RESIDUAL EQUITY TRANSFER

RETAINED EARNINGS
AT JUNE 30

Totals Totals
Primary Reporting
Proprietary Fund Types Government Entity
Internal (Memorandum Component (Memorandum
Enterprise Service Only) Units Only)

$ 296,056 $ 124,278  $ 420,334  $ 45839 $ 466,173
48,522 48,522 147,679 196,201
584,989 584,989 584,989
15,510 624 16,134 18,630 34,764
945,077 124,902 1,069,979 212,148 1,282,127
80,262 46,733 126,995 47,559 174,554
14,255 23,028 37,283 19,477 56,760
24,422 21,187 45,609 2,488 48,097
176 758 934 34,532 35,466

6,748 11,530 18,278 12,222 30,500
95,172 95,172

1,376 374 1,750 1,007 2,757
1,860 1,860 1,860

263,182 18,222 281,404 281,404
260 260 260
350,080 350,080 350,080
65,842 65,842 27,833 93,675
806,603 123,692 930,295 240,290 1,170,585
138,474 1,210 139,684 (28,142) 111,542
1,587 1,587

27,059 27,059

301 301

876 876

(74) 793 719 32 751
25,513 25,513 173 25,686
(331) (460) (791) (1,082) (1,873)
3 6 9 (907) (898)

25,111 339 25,450 28,039 53,489
163,585 1,549 165,134 (103) 165,031
54,231 2,828 57,059 57,059
57,991 57,991

3,318 3,318
(163,526) (3,556) (167,082) (167,082)
(371) (371)

(3,339) (3,339)

54,290 821 55,111 57,496 112,607
1,911 5,793 7,704 5,435 13,139
56,201 6,614 62,815 62,931 125,746
(1,044,862) (27,867) (1,072,729) 641,720 (431,009)
(955) (955) (955)

$ (988,661) $ (22,208) $ (1,010,869) $ 704,651 $ (306,218)

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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COMMONWEALTH OF KENTUCKY

COMBINED STATEMENT OF CHANGES IN PLAN NET ASSETS

PENSION TRUST FUNDS
FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

ADDITIONS
CONTRIBUTIONS:
EMPLOYER

MEMBER

TOTAL CONTRIBUTIONS

INVESTMENT INCOME:
NET APPRECIATION IN FAIR VALUE
OF INVESTMENTS
INTEREST
DIVIDENDS
REAL ESTATE OPERATING INCOME, NET
SECURITIES LENDING INCOME

TOTAL INVESTMENT INCOME

LESS: INVESTMENT EXPENSE

LESS: SECURITIES LENDING EXPENSE
NET INVESTMENT INCOME
TOTAL ADDITIONS

DEDUCTIONS:
BENEFIT PAYMENTS
REFUNDS
ADMINISTRATIVE EXPENSE
OTHER DEDUCTIONS, NET

TOTAL DEDUCTIONS
NET INCREASE
NET ASSETS HELD IN TRUST

BEGINNING OF YEAR
END OF YEAR

Pension
Benfits

589,333
354,009

Healthcare
Benefits

943,342

129,972
33,137

Totals
(Memorandum Only)

3,005,511
510,522
192,460

40,146
98,692

163,109

719,305
387,146

3,847,331

92,424
13,137
6,365

4,100

1,106,451

9,051
96,380

116,026

3,097,935
523,659
198,825

40,146
102,792

3,741,900

84
4,003

3,963,357

4,685,242

111,939

9,135
100,383

852,920
28,980
10,972
94,804

275,048

3,853,839

987,676

3
2,602
110,254

4,960,290

3,697,566

112,859

852,920
28,983
13,574

205,058

18,399,328

162,189

1,100,535

22,096,894

538,574

3,859,755

700,763

18,937,902

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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COMMONWEALTH OF KENTUCKY
COMBINED STATEMENT OF CASH FLOWS

ALL PROPRIETARY FUND TYPES AND DISCRETELY PRESENTED COMPONENT UNITS

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
CASH RECEIVED FROM CUSTOMERS - PUBLIC
CASH RECEIVED FROM CUSTOMERS - STATE
COLLECTION OF PROGRAM LOANS
PROGRAM LOANS ISSUED
CASH PAYMENTS TO SUPPLIERS FOR GOODS AND SERVICES
CASH PAYMENTS FOR EMPLOYEE SALARIES AND BENEFITS
CASH PAYMENTS FOR CLAIMS EXPENSE
CASH PAYMENTS (TO) FROM OTHER SOURCES

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

PROCEEDS FROM BOND ISSUANCE

PROCEEDS FROM SALE OF REVENUE BONDS FOR COST OF ISSUANCE
PRINCIPAL PAYMENT ON DEBT

DEBT RELATED EXPENSES

SUBSIDIES

RESIDUAL EQUITY TRANSFER IN (OUT)

OPERATING TRANSFERS-IN FROM OTHER FUNDS

OPERATING TRANSFERS-OUT TO OTHER FUNDS

NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
ACQUISITION AND CONSTRUCTION OF CAPITAL ASSETS
PRINCIPAL PAID ON REVENUE BOND MATURITIES AND EQUIPMENT CONTRACTS
INCREASE IN RESTRICTED ASSET-CONSTRUCTION ACCOUNT
RESTRICTED INCOME-CONSTRUCTION
INTEREST PAID ON REVENUE BOND AND EQUIPMENT CONTRACTS
PROCEEDS FROM SALE OF EQUIPMENT
CONTRIBUTED CAPITAL

NET CASH USED FOR CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:

PURCHASE OF INVESTMENT SECURITIES
PROCEEDS FROM SALE AND MATURITIES OF INVESTMENT SECURITIES
INTEREST AND DIVIDENDS ON INVESTMENTS

NET CASH USED IN INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR
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Totals Totals
Primary Reporting
Proprietary Fund Types Government Entity
Internal (Memorandum  Component (Memorandum
Enterprise Service Only) Units Only)
$ 880,603 $ 141 $ 880,744 $ 126,746  $ 1,007,490
2,393 128,923 131,316 131,316
281,190 281,190
(295,047) (295,047)
(100,688) (44,553) (145,241) (153,432) (298,673)
(79,911) (46,662) (126,573) (44,885) (171,458)
(647,166) (16,714) (663,880) (663,880)
5,741 (2,931) 2,810 (11,788) (8,978)
60,972 18,204 79,176 (97,216) (18,040)
180,121 180,121
(84) (84)
(172,182) (172,182)
(72,192) (72,192)
56,738 56,738
(955) (955) (955)
46,990 2,828 49,818 34,612 84,430
(157,403) (3,556) (160,959) (3,339) (164,298)
(110,413) (1,683) (112,096) 23,674 (88,422)
(5,169) (12,097) (17,266) (25,281) (42,547)
(1,018) (4,728) (5,746) (3,269) (9,015)
5,137 5,137
300 300
(331) (460) (791) (3,170) (3,961)
15 1,023 1,038 55 1,093
11,951 11,951
(6,503) (16,262) (22,765) (14,277) (37,042)
(60,792) (6,058) (66,850) (1,176,193) (1,243,043)
84,992 625 85,617 1,090,609 1,176,226
62,974 467 63,441 52,628 116,069
87,174 (4,966) 82,208 (32,956) 49,252
31,230 (4,707) 26,523 (120,775) (94,252)
106,290 9,585 115,875 487,890 603,765
$ 137,520 $ 4878 $ 142,398 $ 367,115 $ 509,513




Totals Totals
Primary Reporting
Proprietary Fund Types Government Entity
Internal (Memorandum  Component (Memorandum
Enterprise Service Only) Units Only)
RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:
OPERATING INCOME (LOSS) $ 138,474 % 1210 $ 139,684 $ (28,142) $ 111,542
ADJUSTMENTS TO RECONCILE OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
PROVISION FOR UNCOLLECTIBLE ACCOUNTS 497 497
DEPRECIATION AND AMORTIZATON 6,748 11,530 18,278 12,222 30,500
INTEREST AND OTHER INVESTMENT INCOME (59,412) (467) (59,879) 4,045 (55,834)
INTEREST EXPENSE 12,216 12,216
MISCELLANEOUS NONOPERATING INCOME (EXPENSES) (13) 6 ) (47,242) (47,249)
CHANGE IN ASSETS AND LIABILITIES:
(INCREASE) DECREASE IN ASSETS
RECEIVABLES, NET 589 1,018 1,607 (59,013) (57,406)
INTERFUND RECEIVABLES 2,114 1,571 3,685 3,685
INVENTORIES 2,400 1,142 3,542 209 3,751
PREPAID EXPENSES 2 (474) 472) (459) (931)
OTHER ASSETS 2,260 2,260 (935) 1,325
INCREASE (DECREASE) IN LIABILITIES
ACCOUNTS PAYABLE 1,882 170 2,052 8,793 10,845
INTERFUND PAYABLES (1,096) (1,165) (2,261) (2,261)
CLAIMS LIABILITY (34,303) 1,110 (33,193) (33,193)
CLAIMS ADJUSTMENT LIABILITY 260 260 260
COMPENSATED ABSENCES 372 361 733 525 1,258
OTHER LIABILITIES 2,361 2,361
DEFERRED REVENUE 695 2,192 2,887 (2,293) 594
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 60,972 $ 18204 $ 79,176  $ (97,216) $ (18,040)

RECONCILIATION OF CASH AND CASH EQUIVALENTS, JUNE 30, 1998

PER COMBINED BALANCE SHEET
LESS: UNIVERSITIES

CASH AND CASH EQUIVALENTS FOR
PROPRIETARY COMPONENT UNITS

THE PROPRIETARY FUND TYPES ACQUIRED ASSETS OF $53,621(000) THROUGH NON-CASH TRANSACTIONS. CONTRIBUTED CAPITAL TOTALED $52,940,(000).

Component
Units
$ 809,388
(442,273)

$ 367,115

CAPITAL LEASES TOTALED $681,(000). PAYMENTS FOR PRINCIPAL AND INTEREST FOR THE YEAR WERE $163,(000) AND $15,(000), RESPECTIVELY.
GRAND PRIZE INVESTMENTS AND THE RELATED PRIZE LIABILITY WERE INCREASED DURING THE YEAR BY APPROXIMATELY $22,835,(000) ACCRETION

OF INTEREST.

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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COMMONWEALTH OF KENTUCKY

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND OTHER CHANGES
ALL UNIVERSITY AND COLLEGE CURRENT FUNDS

FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

REVENUES:
TUITION AND FEES
FEDERAL GRANTS AND CONTRACTS
STATE/LOCAL GRANTS AND CONTRACTS
PRIVATE GIFTS, GRANTS AND CONTRACTS
ENDOWMENT INCOME
SALES AND SERVICES OF EDUCATION ACTIVITIES
SALES AND SERVICES OF AUXILIARY ENTERPRISES AND HOSPITALS
OTHER REVENUES

TOTAL CURRENT REVENUES

EXPENDITURES AND TRANSFERS:

EDUCATIONAL AND GENERAL:
INSTRUCTION
RESEARCH
PUBLIC SERVICE
ACADEMIC SUPPORT
LIBRARIES
STUDENT SERVICES
INSTITUTIONAL SUPPORT
STUDENT FINANCIAL AID
MAINTENANCE AND OPERATION
OTHER EXPENDITURES

TOTAL EDUCATIONAL AND GENERAL EXPENDITURES

MANDATORY TRANSFERS FOR:
PRINCIPAL AND INTEREST
LOAN FUND
UNEXPENDED PLANT FUND
RENEWAL AND REPLACEMENT
RETIREMENT OF INDEBTEDNESS

NON-MANDATORY TRANSFERS FOR:
CURRENT FUND - UNRESTRICTED
AUXILLARY ENTERPRISES AND HOSPITALS - UNRESTRICTED
CURRENT FUND - RESTRICTED
LOAN FUND
ENDOWMENT AND SIMILAR FUNDS
FOUNDATIONS
UNEXPENDED PLANT FUND
RENEWAL AND REPLACEMENT
RETIREMENT OF INDEBTEDNESS

TOTAL EDUCATIONAL AND GENERAL

AUXILIARY ENTERPRISES AND HOSPITALS:
EXPENDITURES

MANDATORY TRANSFERS FOR:
PRINCIPAL AND INTEREST
RENEWAL AND REPLACEMENT
RETIREMENT OF INDEBTEDNESS
NON-MANDATORY TRANSFERS FOR:
CURRENT FUND - UNRESTRICTED
AUXILIARY ENTERPRISES AND HOSPITALS - UNRESTRICTED
UNEXPENDED PLANT FUND
RENEWAL AND REPLACEMENT

TOTAL AUXILIARY ENTERPRISES AND HOSPITALS

TOTAL EXPENDITURES AND TRANSFERS

OTHER TRANSFERS AND ADDITIONS (DEDUCTIONS):
TRANSFERS FROM PRIMARY GOVERNMENT
TRANSFERS TO PRIMARY GOVERNMENT
EXCESS OF RESTRICTED RECEIPTS OVER TRANSFERS TO REVENUE
INDIRECT COST RECOVERED
REFUNDS TO GRANTORS
OTHER TRANSFERS AND ADDITIONS (DEDUCTIONS)

NET INCREASE (DECREASE) IN FUND BALANCE

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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Totals
June 30, 1998

340,724
157,309
40,832
77,001
6,274
67,964
386,635
159,752

1,236,491

591,043
89,304
193,389
111,816
52,284
76,294
132,142
158,344
108,771
6,770

1,520,157

65,958
272
2,329
64
2,823

(18,229)
(77)
(3,940)

1,618,377

389,030

13,186
17
1,635

4,991

®)
591
2,588

412,030

2,030,407

774,636
3,699
17,454
5,692

(239)
2,730

10,056




COMMONWEALTH OF KENTUCKY

COMBINED STATEMENT OF CHANGES IN FUND BALANCE

ALL UNIVERSITY AND COLLEGE FUNDS
FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

REVENUES AND OTHER ADDITIONS:
EDUCATIONAL AND GENERAL REVENUES
AUXILIARY ENTERPRISES AND HOSPITALS REVENUES
INDIRECT COST RECOVERED
RESTRICTED GRANTS AND CONTRACTS
RESTRICTED GIFTS AND GRANTS
ENDOWMENT INCOME
INTEREST AND OTHER INVESTMENT INCOME
EXPENDED FOR PLANT FACILITIES
RETIREMENT OF INDEBTEDNESS
OTHER REVENUE AND ADDITIONS

TOTAL REVENUES AND OTHER ADDITIONS

EXPENDITURES AND OTHER DEDUCTIONS:
EDUCATIONAL AND GENERAL EXPENDITURES
AUXILIARY ENTERPRISES AND HOSPITALS EXPENDITURES
REFUNDS TO GRANTORS
ADMINISTRATIVE, COLLECTION, AND LITIGATION COSTS
LOAN CANCELLATIONS
PAYMENT TO BENEFICIARIES
EXPENDED FOR PLANT FACILITIES
RETIREMENT OF INDEBTEDNESS
INTEREST PAYMENTS
DISPOSAL OF PLANT FACILITIES
NOTES ISSUED
OTHER EXPENDITURES

TOTAL EXPENDITURES AND OTHER DEDUCTIONS
TRANSFERS AMONG FUNDS - ADDITIONS (DEDUCTIONS):
NON-MANDATORY TRANSFERS FOR:

TRANSFERS FROM PRIMARY GOVERNMENT
TRANSFERS TO PRIMARY GOVERNMENT

TOTAL TRANSFERS AMONG FUNDS
INCREASE (DECREASE) IN FUND BALANCE
FUND BALANCE AT JULY 1, (NOTE 2) AS RESTATED

FUND BALANCE AT JUNE 30

THE ACCOMPANYING NOTES TO COMBINED FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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Totals
June 30, 1998

605,737
389,807
5,821
338,879
65,597
5,201
59,847
180,992
63,413
234,058

1,949,352

1,512,977

2,449,246

782,065
(34,386)

747,679

247,785

3,222,867

3,470,652
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COMMONWEALTH OF KENTUCKY
Notes to Combined Financial Statements
June 30, 1998

Note 1

SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Presentation - The accompanying financial state-
ments have been prepared in conformity with generally accepted
accounting principles (GAAP) as prescribed by the Governmental
Accounting Standards Board (GASB). The financial statements
for the University and College Funds have been prepared in
conformity with generally accepted accounting principles as pre-
scribed by the AICPA Audit Guide, Audits of Colleges and
Universities.

B. Financial Reporting Entity - For financial reporting purposes,
the Commonwealth of Kentucky includes all fund types, account
groups, departments, and agencies of the Commonwealth, aswell
as boards, commissions, authorities, corporations, colleges, and
universities. These organizational entities comprise the reporting
entity of the Commonwealth and are reported in accordance with
GASB 14. Consequently, the reporting entity includes organiza-
tionsthat arenot legally separatefromthe primary government and
those which are legally separate. Organizations, not legally
separate, arereported as part of the primary government. Legally
Separate organizations are reported as component units if either,
the Commonwealth isfinancially accountable or whose exclusion
would cause the Commonwealth's financial statements to be
misleading or incomplete. Component units may be blended or
discretely presented. Blended component units either provide
their servicesalmost entirely or exclusively to the primary govern-
ment or their governing body is substantively the same as the
governing body for the primary government. All other component
units are discretely presented.

Auditedfinancial statementsareavailablefor thefollowing blended
component units: Kentucky Lottery Corporation and the Ken-
tucky Turnpike Authority. Audited financial statementsareavail-
ablefor all discretely presented component units except the Ken-
tucky Agricultural Finance Authority and the Kentucky Grain
InsuranceCorporation. (Seepage84for completelist of component
units addresses.)

Blended Component Units

The following legally separate organizations provide services
entirely, or aimost entirely to the State or otherwise exclusively, or
almost exclusively, that benefit the State, and therefore, these
organizations balances and transactions are reported as though
they were part of the State's primary government using the blend-
ing method.

State Property and Buildings Commission (KRS 56.450)

This commission is a public body corporate created to issue al
revenuebondsfor state agencies, unlessthose agenciesare specifi-

cally authorized by other provisions of the Kentucky Revised
Statutes to issue bonds. The commission is composed of six ex
officiomembers.

Kentucky Asset/Liability Commission (KRS 56.861)

The Commission is a public body corporate, created to take a
comprehensiveview of the Commonweal th'sfinancesand devel op
policies and strategies to minimize the impact of fluctuating rev-
enue receipts and interest rates on the Commonwealth's interest-
sensitiveassetsand liabilities. TheCommission consistsof fiveex
officiomembers.

Kentucky River Authority (KRS 151.710)

TheKentucky River Authority possessesthe corporate powersthat
would distinguish it as being legally separate from the Common-
wealth. This authority's sole purpose is the maintenance of the
Commonwealth's locks and dams on the Kentucky River. The
Governor appoints the ten members of this authority.

Kentucky Lottery Corporation (KRS 154A.020)

The Kentucky L ottery Corporation is empowered by the Legisla-
ture to administer the Kentucky state |ottery games. The board of
directorsis comprised of seven members appointed by the Gover-
nor with the advice and consent of the Senate.

Kentucky School Facilities Construction Commission (KRS
157.617)

The commission is an independent corporate agency and instru-
mentality of the Commonwealth. The purpose of the Commission
isto assist local school districtsin meeting the school construction
needs of the Commonwealth in a manner which will ensure an
equitable distribution of funds based upon unmet needs. One ex
officio member and eight members appointed by the Governor
comprise the Commission. The Commission was audited in
conjunction with the Commonwealth's financial statements.

Turnpike Authority of Kentucky (KRS 175.430)

The Turnpike Authority is a body corporate and politic created
solely to perform essential governmental functionsandto servethe
public purposes of constructing, acquiring, financing, and operat-
ing turnpike and other road projects for the use, safety, conve-
nience and general welfare of thetraveling public, by leasing such
projectsto the Transportation Cabinet. The seven membersof the
authority are all ex officio members, including the Governor.

Kentucky Teachers' Retirement System (KRS 161.220)

The Kentucky Teachers Retirement System is an independent
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agency and instrumentality of the Commonwealth created to pro-
vide pension benefit plan coverage for local school districts and
educational agenciesof thestate. Theboardincludes twoex official
membersand seven el ected members.

Kentucky Retirement System (KRS 61.645)

TheKentucky Retirement Systems administersthe Kentucky Em-
ployees Retirement System, the County Employees Retirement
and the State Police Retirement System. Theboard consistsof the
Secretary of the Personnel Cabinet, five members elected by the
retirement systemsand three membersappointed by the Governor.

Board of Agriculture (KRS 246.120)

The board isabody corporate created to act as an advisory board
to the Commissioner of Agriculture and aid him in the collection
of information concerning cropsand in the promul gation of indus-
trial information and act asan immigration committee. The board
consists of nine members, two ex officio members and seven
citizens of the Commonwealth appointed by the Governor.

Kentucky Savings Bond Authority (KRS 293.030)

The authority is abody corporate and politic created to promote
investment by the general public in bonds of the Commonwealth
and to reduce interest costs to the Commonwealth or its agencies.
The authority consists of seven commissioners, three ex officio
members and four members appointed by the Governor.

Discretely Presented Component Units

The component units columns in the combined financial state-
ments include the data of the following organizations. They are
reported in a separate discrete column that islabeled as " Compo-
nent Units' to emphasi zethese organi zations' separatenessfromthe
State's primary government.

Bluegrass State Skills Corporation (KRS 154.12-205)

This corporation was created and established to improve and
promote the employment opportunities of the citizens of the
Commonwealth by assi sting the Economic Devel opment Cabinet
in creating and expanding programs of skills training and educa-
tion. Theboard of directors consists of eighteen members, fiveex
officio membersand thirteen membersappointed by the Governor.

Kentucky State Fair Board (KRS 247.090)

This board is a body corporate created to account for revenues
earned and expensesincurred in the commercial operations of the
State Fair Board. Twelve members compose the board, three ex
officio members, the other nine appointed by the Governor.

Kentucky Center for the Arts Corporation (KRS 153.410)

The Center for the Artsisabody corporate created by the General
Assembly to promote the growth and development of the arts,
convention trade, tourism and hotel industries within Jefferson
County and the Commonwealth. The board consists of fifteen
members appointed by the Governor.

Kentucky Educational Television Authority (KRS 168.030)

KET isapublicbody corporateand politic created to prescribeand
enforce regulations governing the use of educational television
andtelevisionfacilitiesand related functions. KET also produces
and transmits educational television programs. The authority
consistsof ninemembers, fivebeing appointed by the Governor. A
component unit of KET is the Kentucky Educational Television
Foundation. Thefoundationisanon-profit Kentucky corporation,
which receives, holdsand administersgiftsand grantsin the name
of and with the approval of the authority.

Kentucky Economic Development Finance Authority (KRS 154.20-
010)

KEDFA possessesthe corporate powersnecessary to distinguishit
asbeing legally separate from the Commonweal th and was estab-
lishedto assi st businessenterprisesin obtaining financial resources
in order to promote the Commonwealth's long-term economic
growth. TheKentucky Economic Devel opment Partnership board
appoints the five members of this authority. Additionally, other
component units of the authority include: The Commonwealth
Small Business Development Corporation, the Kentucky Indus-
trial Development Authority, the Kentucky Industrial Revitaliza-
tion Authority, Kentucky JOBS Development Authority, and the
Kentucky Mortgage Insurance and Guarantee Corporation. The
financial statements of the component units have been combined
with those of the authority.

Kentucky Higher Education Assistance Authority (KRS 164.742)

This authority is abody corporate and politic created to improve
the higher education opportunities of personswho areattending or
planning to attend eligible institutions, and by insuring eligible
student loans.

Kentucky Higher Education Student Loan Corporation (KRS
164A.050)

KHESL Cisabody corporateand public created to performessential
governmental and public functionsand purposesinimproving and
promoting the education opportunities of the citizens of the Com-
monwealth. Theboard of directorsconsistsof sevenmembers, three
ex officio membersand four membersappointed by the Governor.
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Kentucky Educational Savings Plan Trust (KRS 164A.310)

Thistrust was established to encourage citizenstoinvest fundsfor
future educational use, and to create an endowment fund, the
income from which will be available to participants' savings.

Kentucky Housing Corporation (KRS 198A.030)

TheHousing Corporationisabody corporateand public createdto
perform essential governmental and publicfunctionsinimproving
and promoting the health and welfare of the citizens of the Com-
monwealth by the production of residential housing in Kentucky.
Theboard of directorsconsistsof six ex officio membersand eight
members appointed by the Governor.

Kentucky Infrastructure Authority (KRS 224A.030)

The authority is a body corporate and politic created solely to
perform essential governmental functions and to serve the local
public agenciesinthe Commonweal thwith respect to the construc-
tion and acquisition of infrastructure projects. The board consists
of five ex officio members and three members appointed by the
Governor.

Kentucky Agricultural Finance Corporation (KRS 247.944)

KAFC isacorporation created to improve and promote the health
and general welfare of the people through the promotion of
agriculture. The board of directors consists of three ex officio
members and nine members appointed by the Governor.

Kentucky Grain Insurance Corporation (KRS 251.620)

KGIC is a body politic created to promote the state's welfare by
improving the economic stability of agriculture and protecting
grain producersintheevent of thefinancial failureof agrain dealer
or warehousemen. Theboard of directorsconsistsof four ex officio
members and six members appointed by the Commissioner of the
Department of Agriculture.

Kentucky Local Correctional Facilities Construction Authority
(KRS 441.615)

Thisauthority isabody corporate and politic created to provide an
additional and alternative method of constructing, reconstructing,
improving or repairing and financing jails and appurtenant facili-
tiesfor any local government inthe Commonwealth. Themember-
ship consists of six ex officio members and four members ap-
pointed by the Governor.

State Colleges, Universities and Kentucky Community Technical
College System (KRS 164.350)

Each board of regents or board of trustees are appointed by the
Governor, and constitute a body corporate with the power to
receive and administer revenue and property.

C. Fund Structureand Basisof Accounting - Primary Gover n-
ment - Theaccompanying financial statementsarestructuredinto
threefund categoriesand two account groups. Thefund categories
includegovernmental funds, proprietary fundsandfiduciary funds.
Account groups are presented for general fixed assets and general
long-term obligations.

Governmental Fundsinclude:

General Fund-accountfor financial resourcesappropriated by the
General Assembly which are not required to be accounted for in
another fund.

Special RevenueFunds- account for specificrevenuesources, other
than for expendable trusts or major capital projects, dedicated to
specific operations.

Debt Service Fund- account for theaccumul ation of resourcesfor,
andthepayment of, general long-termobligationprincipal , interest,
and related administrative costs.

Capital Projects Fund - account for financial resources appropri-
ated by the General Assembly for the acquisition, construction, or
renovation of major capital facilities, and for the acquisition of
major equipment, other than those financed by proprietary funds
and certain trust funds.

All of the governmental funds (where the measurement focusison
the flow of current financial resources) are accounted for on the
modified accrual basis of accounting. In accordance with the
modified accrual basis of accounting, revenues are recognized
when they become both measurable and available to finance
expenditures of the fiscal period. Available revenue will be re-
ceived within 30 days. Principal revenue sources accounted for on
themodified accrual basisincludefederal grants, salesand usetax,
coal severancetax, property tax, departmental fees, income taxes,
and interest income. Motor vehicleregistration feesand fines and
forfeitures are accounted for on the cash basis. Generally and
except asotherwise provided by law, property taxesare assessed as
of January 1, levied (mailed) September 15, dueat discount Novem-
ber 1, dueat facevalue December 31, delinquent January 1following
theassessment, and subject tolienand sale February 1 followingthe
delinquency date. Expendituresarerecorded at thetimeliabilities
areincurredexcept: (1) inventoriesgenerally areconsidered expen-
dituresat acquisition; (2) prepaymentsusually are accounted for as
expenditures of the period of acquisition; (3) principal and interest
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on long-term debt are recorded when paid; and (4) compensated
absencesareaccountedfor asexpendituresof theperiod when used.
Encumbrancesrepresented by executed and unperformed contracts,
which have been approved by the Finance and Administration
Cabinet, at year end arereported asreservationsof fund balancefor
subsequent year expenditurein the Capital Projectsand Transpor-
tation Funds. Encumbrancesinall other fundslapseat theend of the
fiscal year.

Proprietary Fundsinclude:

The State has adopted the provisions of GASB Statement No. 20,
"Accounting and Financial Reporting for Proprietary Funds and
Other Governmental Fundsthat use Proprietary Fund Accounting.”
Aspermitted by GASB Statement No. 20, theprimary government's
proprietary funds have elected not to adopt FASB Statements or
Interpretationsissued after November 30, 1989, unlessthe GASB
specifically adoptssuch FASB Statementsor | nterpretations. Each
proprietary component unit hasindividually made this election as
disclosed in their separate audit reports.

Enterprise Funds- account for those public corporations empow-
ered by the Kentucky Revised Statutes (KRS) to provide certain
services to the citizens of Kentucky and the operation of State
agenciesthat provide goods or servicesto the general public on a
user chargebasis. Alsoincluded aretheoperationsof the State’ srisk
management pools.

I nternal Service Funds- account for financing goodsand services
provided by one agency of the Commonwealth primarily to other
agencies or governments on a cost reimbursement basis.

All of the proprietary funds (where the measurement focusis on
the flow of economic resources) are accounted for on the accrual
basis of accounting. Accordingly, revenues are recognized when
they areearned and become measurable. Expensesarerecognized
at the time liabilities are incurred.

Fiduciary Fundsinclude:

Expendable Trust Funds - account for assets held by the
Commonwealth asalegal trustee when both principal and interest
may be expended for designated purposes.

Pension Trust Funds- account for moniesreceived for, expenses
incurred by, and net assets available for plan benefits of the
various public employee retirement systems.

Agency Funds - account for monies held by the Commonwealth
and deferred compensation plans for custodial purposes only.

Expendable Trust and Agency Funds are accounted for on the
modified accrual basis of accounting and are reported in the same
manner as governmental fund types. Pension Trust Funds are
accounted for on the accrual basis of accounting and reported in
the same manner as proprietary fund types.

Account Groupsinclude:

General Fixed Assets Account Group - account for fixed assets
acquired or constructed for general governmental purposes other
than those of the proprietary and fiduciary fund types.

General Long-Term Obligations Account Group - account for
unmatured general long-term liabilities of the Commonwealth
other than those of the proprietary and fiduciary fund types.

Certain obligations included in the General Long-Term Obliga-
tionsAccount Group for the State Property and BuildingsCommis-
sion arealsoreflected in the statements asinvestments: The State
Property and Buildings Commission issued $41,380,000 Taxable
University Refunding bonds. The proceeds from thisissue were
used to purchase certain outstanding Housing and Dining Revenue
bondsof the State’ suniversities. TheincomefromtheHousingand
Dining bonds will be used to pay the debt service on the Project
Revenue bonds. Savings will be used to reduce the universities

debt servicerequirements. SeeNote 15for additional information.

D. Component Units - presentation of the underlying fund types
of theindividual component units reported in the discrete column
is available from each respective component unit's separately
issued financial statements.

E. Budgetary Process and Control - The Commonwealth of
Kentucky requires that each branch of government prepare and
submit arecommended budget tothe General Assembly for each of
the two fiscal years to be included in a biennial budget. These
budgetsareprepared principally onthecashbasis. ThelL egislature
reviewsthese budget requests, makesany necessary revisions, and
legally adopts a biennial budget for each of the three branches of
government. The Governor hasthe power to approve or veto each
bill, subject to legislative override.

Thefinancial plan for each fiscal year, as presented in a branch
budget recommendation, shall beadopted with suchmodifications
as made by the General Assembly (and explained in a budget
memorandum) by the passage of the budget bill and such revenue
and other actsnecessary for the purpose. A budget bill shall not be
effective past July 1 of the year in which the next regular session
takes place.

Budgetary control is maintained at the budget unit level asdesig-
nated by the L egislature (i.e., function, major program area, pro-
gram, or unit of organization).

Appropriationsfor the General Fund and Road Fund shall bebased
upon revenue estimates prepared by the Finance and Administra-
tion Cabinet and modifications made by the appropriations com-
mitteeof theGeneral Assembly. Official revenueestimatesarenot
made for the other budgetary funds.
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Thefundswhichhavelegally adopted annual budgetsaspart of the
primary government includethefollowing: General, Transporta-
tion, Federal, Agency Revenue, State Parks, Industries for the
Blind, Horse Park, Insurance Administration, Fleet Management,
Computer Services, Central Stores, PrisonIndustries, Central Print-
ing, Property Management, and Risk Management, and Unemploy-
ment Trust. Inaddition, the State Fair Board Fund, whichisshown
as a discretely presented component unit, has a legally adopted
budget. Capital Projects are budgeted on a project length basis.

Thefundsallotted for each purposeof expenditureshall beusedfor
no other purpose, except that the head of any budget unit, with the
approval of the Secretary of the Finance and Administration Cabi-
net, may transfer allotted fundsfrom one purpose of expenditureto
another within the budget unit. No revisions of the allotment
schedule may provide for an allotment or allotmentsin excess of
the amount appropriated to that budget unit in a joint budget
resolution or for expenditure for any other purpose than specified
inajoint budget resol ution and abudget memorandum. However,
budgetary funds except General Fund, Transportation Fund, and
Capital Projects Fund, may be amended in an amount up to the
actual receipts (not to exceed 5%) by an Advice of Change Order
fromthe Secretary of the Financeand Administration Cabinet. No
supplemental appropriationswererequired during thisfiscal year.
Encumbrance accounting is utilized for budgetary control pur-
poses. Encumbrances outstanding at year end for long-term con-
struction contractsother than commitments of acontinuing nature
are reported as reservations of fund balance for subsequent year
expenditures. All other encumbered and unencumbered appropria-
tions lapse at the end of each fiscal year except in the Capital
Projects and Transportation Funds, which have project length
budgets. Encumbrancesarecarried forward asrevisionsto appro-
priations.

Theannual budget isprepared principally onthecash basis, which
basisdiffersfromgenerally accepted accounting principles(GAAP).
A reconciliation between the budgetary basisand the GAAPbasis
ispresented in Note 4.

F. Cash and Cash Equivalents- Inadditionto bank accounts, cash
on hand, and imprest cash, this classification includes short-term
investmentswithamaturity of 90daysor less, from dateof purchase.
Cash equivalentsaregenerally stated at cost, which approximates
market. Deferred Compensation amounts are reported at market.
Short-term investments, classified as cash equivalents at June 30,
1998 are $2,234,727,063.

G. Investments - This classification includes long-term invest-
ments which are stated at cost, amortized cost, or fair value.
Investments of the Deferred Compensation Plan are reported at
market value. See Note 5 for investment detail.

H. Receivables- Receivablesinthe Commonwealth’ sgovernmen-
tal andfiduciary fundsprimarily consist of Federal revenues, taxes,
andinterest oninvestments. Somegovernmental fund revenuesare
not susceptibleto accrual prior to receipt, including licenses, fees,
permits, and similar revenues which are recognized on the cash
basis. Receivablesin all other funds have arisen in the ordinary
course of business. Receivables in the governmental funds are
reported net of allowances for uncollectibles. The allowance for
uncollectibles amounted to $509,911,080.

I. Interfund Transactions- TheCommonweal th hasthefollowing
types of interfund transactions:

Quasi-external Transactions- Chargesfor servicesrendered by
onefundtoanother that aretreated asrevenuesof therecipient fund
and expenditures or expenses of the disbursing fund.

Reimbursements - Reimbursement of expenditures made by one
fund for another are recorded as expenditures in the reimbursing
fund and as a reduction of expenditures in the reimbursed fund.

Residual Equity Transfers- Nonroutine or nonrecurring transfers
between funds are reported as additions to or deductions from the
fund equity balance.

Operating Transfers - Legally authorized transfers other than
residual equity transfersare reported as operating transfersin the
financial statements.

The composition of theinterfund transactionsispresentedin Note
7.

J. Inventories- Inventoriesinthegovernmental fundsand similar
trust funds consist of expendable supplies held for consumption,
the costs of which are recorded as an expenditure at the time of
purchase. Reserves of fund balance have been established for the
inventory balances for governmental funds. Inventories in the
proprietary fundsand similar trust fundsconsi st of both expendable
suppliesheld for consumptionand thecost of goodsheldfor resale,
the costs of which are recorded as an expense as they are used.
Inventoriesarevalued at cost (first-in, first-out, or average cost).

K. Fixed Assetsand Depreciation-Gener al Fixed Assets- The
policy of the primary government isto capitalize all land, build-
ings, and equi pment having an acquisition cost of $5,000 or greater.
Component units establish their own capital capitalization policy
and that policy may vary from the amount of the primary govern-
ment. All fixed assetsacquired or constructed for general govern-
mental purposes are reported as expenditures in the fund that
finances the asset acquisition. Fixed assets are valued in the
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General Fixed Assets Account Group at historical cost, estimated
historical cost or fair market value at time of donation. Buildings
of $751,136,000 at June 30, 1998, were valued as follows:
$352,769,000 at estimated historical cost, $345,501,000 at histori-
cal cost and $52,866,000 at fair market value at time of donation.
Land of $80,847,000 at June 30, 1998, was valued as follows:
$34,083,000 at estimated historical cost, $33,278,000 at historical
cost, and $13,486,000 at fair market valueat timeof donation. The
estimatesof historical cost werebased on apprai sed val ue, asof June
30, 1986, indexed to the date of acquisition. Also, public domain
(infrastructure) general fixed assetssuch ashighways, curbs, bridges,
and right-of-waysarenot capitalized. Nodepreciationisprovided
on general fixed assets.

Proprietary and Similar Fiduciary Fund Types - Fund fixed
assets acquired or constructed have been stated at historical cost,
estimated historical cost, or fair market value at the time of
donation. Historical cost has been estimated for approximately
eighty-five percent (85%) of the land cost and fifty-six percent
(56%) of the proprietary fund’ sbuildings cost as of June 30, 1998.
The estimate of historical cost was based on appraised value as of

June 30, 1986, indexed to the date of acquisition. Land and
buildings acquired after June 30, 1986, have been valued at
historical cost. They arebeing depreciated principally onastraight-
line basis over estimated useful livesranging from 20 to 50 years
for buildings, 3 to 25 years for machinery and equipment, and 10
to 60 years for improvements other than buildings.

It is the Commonwealth’s policy to capitalize interest expense
incurred on significant assets in proprietary funds during their
construction in accordance with FASB Statement No. 62.

The discretely presented component unit financial statements of
TheKentucky Center for the Arts, Fiscal Y ear 1998, do not contain
theCenter’ sfixed assets. TheFinanceand Administration Cabinet,
Divisionof Accounts, Financial Reporting Branch, hasadjusted the
discretely presented component units column on the appropriate
combined statementsincluded inthe Commonweal th of K entucky
Comprehensive Annual Financial Report for the Y ear Ended June
30, 1998, to add dollar amountsfor fixed assets, depreciation, and
contributed capital associated with the Center in order to satisfy
GAAPrequirementsregarding the Statefinancial reporting entity.

Fund Balance Reserved for Other Specific Purposes
(Expressed in Thousands)

Component
Primary Government Units
Specia Debt

General Revenue Service Universities
Loans $ $ 8,983 $ $
Inventories 11,681 31,210
Restricted gifts, grants and contracts 700,300
Deposit with fiscal agents 7,080 21,594
Compensating balance with depositories 998
Budget Stabilization 200.000
TOTALS $ 211,681 21,594 $ 700,300

L. Fund Equity Reserves and Designations - The Common-
wealth’s fund balance reserves represent those portions of fund
balance (1) not appropriable for expenditure, or (2) legally segre-
gatedfor aspecificfutureuse. Designated portionsof fund balance
represent tentative managerial plansfor financial resource utiliza-
tion in afuture period.

M. Long-Term Obligations - Long-term liabilities that will be
financed from governmental funds and expendabletrust fundsare
accounted for in the General Long-Term Obligations Account
Group. These long-term liabilities include the following:

1. Payments of principal and interest for general obligation debt
and revenue bondswhich arerecorded as expendituresin the Debt
Service Fund.

2. Compensated absences reported in the General Long-Term
Obligations Account Group include accumul ated unpaid vacation

$ 48,271 $

and compensatory time accruals. The amount accruing to propri-
etary funds and pension trust funds has been included in the
respective funds when material.

Thepolicy of theCommonwealthistorecordthecost of annual and
compensatory leave. Annual leave is accumulated at amounts
ranging from 7.5 to 13.13 hours per month, determined by length
of service, with maximum accumulations ranging from 30 to 60
days. Thecaendar year istheperiod used for determining accumu-
lated leave. At June 30, 1998, the estimated liability for accrued
annual leavefor thegovernmental and Primary Government propri-
etary fundswas$144,230,841 and $9,633,973 respectively. Com-
pensatory leaveisgranted to authorized empl oyees on an hour-for-
hour basis. At June 30, 1998, the estimated liability for compen-
satory leaveinthegovernmental and Primary Government propri-
etary funds was $46,972,963 and $2,677,027, respectively.
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Sick leavefor thePrimary Government isearned oneday per month
with unlimited accumulation. All of the qualifying retiring em-
ployees sick leave balances, expressed in months, shall be added
to their service credit for the purpose of determining their annual
retirement. There is no liability in the accompanying financial
statements for unpaid accumulated sick leave, since it is the
Commonwealth’ spolicy to record thecost of sick leave only when
paid. SeeNote 17 for disclosureof theamount of thiscontingency.
The component units have varying policies for compensated
absences. Information regarding these policiesisavailablein the
audited financial statement of each component unit.

3. Outstanding capital lease abligations for governmental funds
and expendabletrust fundsarereported inthe General Long-Term
Obligations Account Group.

(Expressed in Thousands)

Primary Government - Enter prise Fund

Contributed capital as of June 30, 1997 $ 115,529
Additions. Fiscal Year 1998 30,950
$ 146,479
Amortization through June 30, 1997 $ (22,725)
Additions: Fiscal Year 1998 (1,912)
(24,637)
Net contributed capital as of June 30, 1998 $ 121,842
Primary Government - Internal Service Fund
Contributed capital as of June 30, 1997 $ 16,493
Additions: Fiscal Year 1998 39
Retirements: Fiscal Year 1998 (5,430)
$ 11,102
Amortization through June 30, 1997 1,399
Additions: Fiscal Year 1998 (5,793)
Retirements: Fiscal Year 1998 5,089
695
Net contributed capital as of June 30, 1998 $ 11,797
Component Units- Proprietary Funds
Contributed capital as of June 30, 1997 $ 162,975
Additions: Fiscal Year 1998 17,088
$ 180,063
Amortization through June 30, 1997 (70,045)
Additions: Fiscal Year 1998 (5,435)
(75,480)
Net contributed capital as of June 30, 1998 $ 104,583

4. Judgements and contingent liabilities of governmental funds
which will not be paid with current resources are reported in the
General Long-Term Obligations Account Group.

5. Long-term liabilities of all proprietary and pension trust funds
are accounted for in the respective funds.

L ong-term abligations exclude those amounts reported as expen-
dituresfor compensated absences, judgements, contingencies, and
employer pension contributionsin the governmental fundswhich
aretheamountsthat would normally beliquidated with expendable
availablefinancial resources.

N. Contributed Capital - The Proprietary Fundsreceive general
fund appropriations and proceeds of revenue bonds for the acqui-
sition of specific fixed assets. The debt servicefor thesebondsis
paid by the Commonwealth’s General Fund and the liability is
reported in the General Long-Term Obligations Account Group.
The assets acquired with the proceeds of the revenue bonds are
accounted for in the proprietary funds with an offsetting entry to
contributed capital.

O. Totals- Memorandum Only - Total columns (memorandum
only) havebeen addedto certain statementstoreflect total sfor both
the primary government and the reporting entity. These columns
are presented for overview informational purposes and do not
represent consolidated financial information.

Note 2

CHANGESIN ACCOUNTING PRINCIPLES, REPORTING
PRACTICES, AND PRIOR PERIOD ADJUSTMENTS

The fund balances/retained earnings as previously reported have
been restated to conform to generally accepted accounting princi-
plesand to correct balancesfor erroneously recorded transactions.

General Fund - TheGeneral Fundwasrestated toimplement GASB
Statement 31. Thenet effect of thisadjustment wasadecreaseinfund
balance of $23,206,000.

Special Revenue Fund - The Transportation Fund, the Agency
Revenue Fund, and the Other Special Revenue Fund, within the
Special Revenue Fund, wererestatedtoimplement GA SB Statement
31. Theeffect of theseadjustmentswasadecreasein fund balances
of $99,580,000, $10,743,000, and an increase in fund balance of
$534,000, respectively. The Federal Fund, within the Special
Revenue Fund, was adjusted for an amount previously reported in
error. Theeffect of thisadjustment wasan increasein fund balance
of $11,891,000. Thenet effect of theseadjustments, for the Specia
Revenue Fund, was a decrease in fund balance of $97,898,000.

Debt ServiceFund - The Debt Service Fund wasrestated toimple-
ment GASB Statement 31. Thenet effect of thisadjustment wasan
increase in fund balance of $8,116,000.

Capital ProjectsFund - The Capital Projects Fund wasrestated to
implement GASB Statement 31. Theeffect of thisadjustment was
an increase in fund balance of $122,420,000. The fund was aso
restated for anamount previously reportedinerror. Theeffect of this
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adjustment was an increase in fund balance of $53,000. The net
effect of these adjustments was an increase in fund balance of
$122,473,000.

Enter priseFunds- Theretained earningsfor the State ParksFund,
Kentucky L ottery Corporation, and Industriesfor theBlind, andthe
Insurance Administration Fund wererestated to implement GASB
Statement 31. Theeffect of theseadjustmentswasanincreaseinfund
balance of $14,000, $13,720,000, $2,000 and $19,513, respec-
tively. The Insurance Administration Fund was also increased by
$1,000, for an amount previously omitted. The net effect of these
adjustments was an increase to retained earnings of $33,250,000.

I nter nal ServiceFunds- Theimplementation of GASB Statement
31 increased retained earnings in the Fleet Management Fund and
the Risk Management Fund by $11,000 and $27,000, respectively.
Theimplementation decreased retained earningsin the Computer
Services Prison Industries, Central Printing and Property Manage-
ment Funds by $91,000, $53,000, $12,000 and $47,000, respec-
tively. Also, the retained earnings for the Fleet Management,
Computer Services, and Risk Management Fundsweredecreased by
$156,000, $160,000, and $252,000 respectively for amounts pre-
viously reportedin error. Thenet effect of these adjustmentswasa
decrease of $733,000 in retained earnings in the Internal Service
Funds.

Trust and Agency Funds - The Other Special Benefits Fund was
restated to implement GASB Statement 31. The effect of this
adjustment wasan increasein fund balance of $938,000. Thefund
was also adjusted to implement GASB Statement 32. This adjust-
mentwasanincreaseinfundbalanceof $379,617,000. Thefundwas
also increased by $496,000 for an amount previously omitted in
error. The net effect of these adjustments is an increase in fund
balance of $381,051,000, for the Other Special BenefitsFund. The
implementation of GA SB 32 reduced theamountsshowninthe Trust
Funds by $381,048,000. The beginning balance shown as the
amount held for the Health Purchasing Alliance was increased by
$7,083,000 for an amount previously omitted in error. The begin-
ning bal ance shown asthe amount held for Commonweal th Choice
was increased by $320,000 for an amount previously omitted in
error.

Component Units:

Proprietary Funds - The implementation of GASB 31 increased
beginning retained earnings of the Kentucky State Fair Board,
Kentucky Higher Education Assistance Authority, Kentucky Hous-
ing Corporation, Kentucky Infrastructure Authority, Grain Insur-
ance Fund, and the Kentucky Local Correctional Facilities Con-
struction Authority by $19,000, $2,050,000, $1,645,000,
$1,508,000, $19,000, and $58,000, respectively. Thelmplementa-
tion of GASB 31 reduced beginning retained earnings for the
Kentucky Educational Television Authority and Kentucky Student
Loan Corporation by $3,000 and $46,000, respectively.

The beginning retained earnings for the Kentucky Higher
Educational AssistanceAuthority werea soincreased by $1,094,000
for additional Loan Insurance Fund Assetsand by $1,442,000for a
prior period adjustment.

The net effect of these adjustments was an increase in retained
earnings for the component unit proprietary funds of $7,786,000.

Univer sities- Thefundbalancefor the University of Kentucky was
reduced by $162,943,000 for the Community College System
whichhaspreviously beenreported asapart of theuniversity. These
wereplaced aspart of theKentucky Community Technical College
System that reflects a beginning fund balance of $162,943,000.

Thebeginning fund balancesfor Western Kentucky University and
Eastern Kentucky University were decreased by $631,000 and
$159,000, respectively and the beginning fund balance for Eastern
Kentucky University Foundationwasincreased by $1,576,000with
theimplementation of GASB 31. Thenet effect of theseadjustments
was an increase in the beginning fund balance for the college and
university funds of $786,000.

Note 3

STEWARDSHIP,COMPLIANCE,ANDACCOUNTABILITY

A.TheSpecial RevenueFund - TheAgency RevenueFund budgetary
statement has an excess of expenditures over appropriations of
$7,637,000 at June 30, 1998, for Campbell, Daviess, Fayette,
Hardin, Jefferson, Kenton, Pike, and Warren counties, and is in
accordance with State statutes. State statutes permit that "deficits
may be made up out of the amount paid in any succeeding month;
but in no event shall the amount allowed by the Finance and
Administration Cabinet to any officer for salaries exceed seventy-
five percent (75%) of the amount paid to the Finance and
Administration Cabinet by the officer during his official term."
These amounts are within the statutes and repayment will be made
duringthetermof officeof theofficial. TheFederal Fund hasadeficit
fund balance of $3,941,000. Thedeficitisaresult of expenditures
for which reimbursement has not been received.

B. TheEnter priseFund - Thelnsurance Administration Fund has
a deficit retained earnings of $1,105,419,000. The deficit is the
result of the inclusion of the actuarial liability for the risk pools,
which will be funded in future periods.

C. Thelnternal ServiceFund - TheRisk Management Fund hasa
deficit retained earningsof $57,216,000. Thedeficitistheresult of
accumul ated claimsliabilitiesof the Commonweal th'sself-insured
worker's compensation programs, and is to be funded in future
periods.
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D.Component Units- Governmental Fund Types- BluegrassState
Skills Corporation has a deficit fund balance of $166,000. The
deficitistheresult of expenditure accrualswhich will befundedin
future periods.

Proprietary Fund Types- The Kentucky Educational Television
Authority has a deficit retained earnings of $6,246,000. The
Kentucky L ocal Correctional FacilitiesConstruction Authority has
a deficit retained earnings of $17,842,000, resulting from the
recognition of loan commitments before financing was arranged.
The Authority will issue bondsto satisfy these commitmentsin the
future.

Note 4
BUDGETARY BASISVS.GAAP

The accompanying Combined Statement of Revenues and
Expenditures-Budget and Actual (Budgetary Basis)-All Budgeted
Fund Types, presentscomparisonsof thelegally adopted budget
(see Note 1E) with actual data on budgetary basis. The Other
Special Revenue Fund within the Special Revenue Fund type

and the Kentucky Lottery Corporation within the Enterprise
Fund type are not budgeted and are shown for comparison

purposes only.

Since accounting principles applied for purposes of developing
dataon abudgetary basisdiffer significantly from those used to
present financial statements in conformity with generally
accepted accounting principles, aschedul ereconciling thefund
balance on a cash basis at June 30, 1998, to the fund balance on
amodified accrual basis follows (expressed in thousands):

General Speciad Internal Expendable Component
Budgetary Funds ener Revenue Enterprise Service Trust Units
S Specia _ Internal Component
Financial Statements Funds ~ General Revenue Enterprise Service Fiduciary Units
Fund Balance/Retained Earnings
June 30, 1998:
Budgetary Basis $ 731,323 $ 1,405,957 $ 335,481 $ 75,281 $ 615,645 $ 119,874
Adjustments:
Accrued Revenues 227,151 450,447 3,339 206 (2,057)
Accrued Expenditures (118,169) (560,659) (3,891) (2,481) (1,564)
Accrued Transfers (Net) (5,847) (2,690) (17)
Total Accruals?® 103,135 (112,902) (569) (2,275) (3,621)
Reclassifications and Other
Adjustments:
Inventory Balances ! 11,681 31,157 3,219 4,074
To Reclassify Financial Resources
into Financial Statement Fund
Types 2 (15,973) (550,944) (496,418) (10,976)
To Record Financial Resources
available as Non-Budgeted Funds 3 (15,000) 422,379 (708,532) (76,515) 23,487,862 4,159,713
Fund Equity/Other Credits
June 30, 1998:
GAAP Basis $ 815166 $ 1,195647 $ (866,819) $ (10,411) $ 24,099,886 $ 4,279,587

1 Basis Differences
2 Perspective Differences
3 Entity Differences
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[Note 5

EQUITY IN POOLED CASH AND INVESTMENTS, CASH,
AND INVESTMENTS

The State maintainsacash and investment pool that isavailablefor
use by all funds under the auspices of the State Investment
Commission as authorized under KRS 42.500 et al. In addition,
investments are separately held by several of the State's funds and
Component Units. Legally authorized investments vary by fund
but generally include: obligations of or guaranteed by the United
States; obligations of any corporation of the United States
Government; asset backed securities; U.S. dollar denominated
corporatesecurities; collateralized certificatesof deposit; bankers
acceptances, commercial paper; and repurchase agreements. In
addition to these, pension plans and certain Component Units are

CASH - PRIMARY GOVERNMENT
Categories

permitted to purchase common stocks, corporate bonds and real
property and mineral rights. The Stateisalso eligibleto invest in
reverserepurchaseagreements.

Deposits- At year end, the carrying amount of the State's deposits
for thePrimary Government was$1,344,298,859 and $284,011,672
for the Component Units. At year end, the bank balance was
$1,472,865,611 and $252,370,146 for the Primary Government
and Component Units, respectively. The bank balance of the
Primary Government administered by the State Treasurer was
covered by Federal depository insuranceor by collateral held by the
State or the State's agent in the State'sname. Thefollowing table
categorizes the Primary Government's and Component Units
deposits as: (1) insured or collateralized with securities by the
entity or by its agent in the entity’ s name; (2) collateralized with
securities held by the pledging institution’s trust department or
agentintheentity’ sname; or (3) uncollateralized where securities

Tota Carrying

1 2

3 Bank Balance Amount

Cash o $ 691,025,055 % $ 41,373,525 $ 732,398,580 $ 603,831,827
Cash with Fiscal Agents 72,753,804 2,471,427 75,225,231 75,225,231
Imprest and Change 5,329,808 5,329,808 5,329,808
Money Market 44,527,304 44,527,304 44,527,304
Tota o $ 769,108,667 $ 0 $ 88,372,256 857,480,923 728,914,171
Cash on Deposit with Federal 615,384,688 615,384,688
Government $1,472,865,611 $1,344,298,859
Total
CASH - COMPONENT UNITS
Categories
€9 Tota Carrying
1 2 3 Bank Balance Amount
Cash $ 257,191,532 $ 11,031,450 $ 16,474,647 $ 188,432,927 $ 220,074,453
Money Market 5,718,748 39,967,370 18,040,367 63,726,485 63,726,485
Nonnegotiable Certificates of 210,734 210,734 210,734
Deposit
Totals $ 263,121,014 $ 50,998,820 $ 34,515,014 $ 252,370,146 $ 284,011,672

48



COMMONWEALTH OF KENTUCKY
Notes to Combined Financial Statements
June 30, 1998

are held by the pledging institution but not in the entity’s name.
I nvestments- The State hol dsinvestments both for itsown benefit
and as an agent for other related parties. The major investment
programs conducted for the direct benefit of the State are
administered by the Office of Financial M anagement and Economic
Analysis. The credit risk of those investments held in the State
investment pool is all Category (1). The credit risk mix of the
retirement systems, component units, and other State agenciesis
disclosed in the financial statement footnotes of the individual

INVESTMENTS - PRIMARY GOVERNMENT

entities. ThefollowingtablescategorizethePrimary Government's
and Component Units' investments as: Category (1) those
investmentswhich areinsured or registered, or held by the State of
Kentucky or its agent in the State's name; Category (2) those
investments which are uninsured and unregistered with securities
held by the counterparty's trust department or agent in the State's
name; and Category (3) thoseinvestmentswhichare uninsured and
unregistered for whichthesecuritiesareheld by the counterparty or
by itstrust department or agent but not in the State's name.

Categories
9 Net
1 2 3 Investment  Market Value
Government Securities $4,106,547,220 $ 151,816,063 $ 195,139,453 $ 4,454,207,950 $ 4,453,502,736
Collateralized Mortgage Obligations 10,245,113 10,245,113 10,245,113
Negotiable Certificate of Deposit 734,910 734,910 734,910

Corporate Bonds

Common Stocks

Repurchase Agreements

State and Municipal Obligations
Commercial Paper

Securities Lending Collateral

3,164,002,452
13,142,313,898
1,682,299,514
77,618,189
70,066,729

80,513,951
80,959,378

Totals $22,253,828,024

$ 313,289,392

Mutual Funds

Real Estate

Mortgages

Common Stocks

Annuity Contracts

State Investment Pool

Investments Held by Broker-Dealers
Under Securities Loaned

Other

Total Investments

INVESTMENTS - COMPONENT UNITS

3,243,095,936 3,244,516,403

13,126,437,002 13,223,273,276

1,486,699,015 3,167,850,514 3,168,998,529
77,618,189 77,618,189

70,066,728 70,066,728

518,488,858 518,488,858 518,488,858

$2,200,327,326 $ 24,668,745,200 $ 24,767,444,742

242,383,978 242,383,978
346,446,507 346,446,507
546,408,876 546,408,876

5,006,850 5,006,850
176,537,294 176,537,294
318,562,888 318,562,888

1,985,307,969
110,037
$ 28,289,509,599

1,985,307,969
110,037
$ 28,388,209,141

Categories Net

1 2 3 Investment  Market Value
Government Securities $ 268,307,021 $ 262,608,331 $ 5,208,728 $ 535,858,959 $ 536,124,080
Negotiable Certificates of Deposit 10,158,616 10,158,616 10,158,616
Corporate Bonds 52,495,535 1,298,420 53,780,016 53,793,955
Other 2,940,440 102,000 3,042,440 3,042,440
Common Stock 95,889,056 4,448,365 100,337,421 100,337,421
Repurchase Agreements 211,065,178 4,609,631 215,674,809 215,674,809
State and Municipal Obligations 1,776,895 409,433 2,186,328 2,186,328
Preferred Stock 455,500 455,500 455,500
Commercia Paper 4,989,910 35,465,042 18,386,056 58,841,008 58,841,008
Collateralized Mortgage Obligation 4,625,903 4,606,388 4,625,903
Equity in Cooperatives 12,893,666 12,893,666 12,893,666
Closed-End Mutual Funds 456,020 456,020 456,020
Totals $ 666,053,740 $ 308,839,222 $ 23,696,784 998,291,171 998,589,746
Cash 800,501 800,501
Government Securities 3,462,564 3,462,564
Endowment Funds 89,536,568 89,536,568
Open-End Mutual Funds 69,302,526 69,302,526
Guaranteed Investment Contracts 60,006,230 60,006,230
Real Estate 299,362 299,362
Trust Funds 11,507,461 11,507,461
State Investment Pool 314,124,862 314,240,370

Total Investments

$ 1547,331,245 $ 1,547,745,328
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Statutes require that securities underlying repurchase agreements
must have a market value of at least 102 percent of the cost of the
repurchase agreement. The market value of securities underlying
repurchase agreements fell below this required level on a few
occasions during the year; however, no losses were sustained due
to the fall in collateralization levels. The collateralization is
monitored on aweekly basis (as specified within 200 KAR 14.081)
and at any point wherethe collateralizationfallsbel ow 102 percent
of the cost of the repurchase agreement, the seller/borrower is
contacted and the situation is normally rectified within two busi-
ness days.

Securities Lending Program - State statutes, as interpreted by
opinionsof the Attorney General, authorize the Commonwealth to
enter into bonds borrowed/bonds pledged securitieslending agree-
ments, that isatransfer of securitieswith asimultaneousreceipt of
securities. Thesecuritiesreceivedinthetransfer arethetypewhich
the State is legally authorized to hold. The Commonwealth does
not have the ability to pledge or sell collateral securities without
a borrower default. The market value of the securities received
in the agreement is 102 percent of the value of the securities
transferred. The securities transferred are a part of the total
investments reported above. The securities being held are not
reported as a part of the total investments. The Commonwealth

Note 6

GENERAL FIXED ASSETS

A statement of changes in general fixed assets for the year
ended June 30, 1998, is presented below (Expressed in

retains the interest income on the securities being transferred and
received afeeof 9.5basispointsfrom July 1, 1997 to June 30, 1998.
During theyear, the State earned $2,322,525.49 in securities lend-
ing income. On June 30, 1998, the market value of the securities
transferred was $2,024,772,849.51 and the market value of the
securitiesthe Commonwealth washol ding was $2,065,287,427.24
The collateralization requirements and monitoring proceduresin
thesecuritieslending program arethe sameasthoserequirementsin
regard to repurchase agreements. At year end, the Commonwealth
has no credit risk exposure to borrowers because the amounts the
Commonwealth owestheborrowersexceed theamountstheborrow-
ersowethe Commonweslth.

Options - The Commonwealth's investment strategy includes the
use of derivativesasatool in managing market risk and providing
an opportunity for enhanced return. The Commonwealth selec-
tively utilizes put and call options on United States Treasury
securities. These options are on a covered basis, where the
Commonwealth holds either cash or securities sufficient to meet
the obligation should the option be exercised. On June 30, 1998,
the portfolio included no obligations under option. The Common-
wealth also purchases securities that have built in covered calls
(callable agency securities). Therisk in holding these securitiesis
therisk that the security can be called (bought back) by theissuing
agency at par after aspecific date.

Thousands):

Balance June 30, 1997, as restated
Additions
Deletions

Balance June 30, 1998

Machinery
and
Land Buildings  Equipment

Condruction
in
Progress Totals

$ 78,247 $ 678,337 $ 287,677
2,946 73,739 35,580
(346) (940) (26,862)

$ 167,473 $ 1,211,734
31,314 143,579
(68,500) (96,648)

$ 80,847 $ 751,136 $ 296,395

$ 130,287 $ 1,258,665
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Note 7

INTERFUND TRANSACTIONS

The table bel ow showstheinterfund receivables and payables and
interfund operating transfers for fiscal year 1998 (Expressed in
Thousands):

Interfund Receivables and Payables
Interfund Interfund
Fund Receivable Payable

General $ 130,287 $ 46,577
Special Revenue:

Transportation 5,418 3,960

Federal 7,917 119,417

Agency Revenue 72,488 52,133

Other Special Revenue 6,482 10,179
Debt Service 840 12,032
Capital Projects 4,895 853
Enterprise:

State Parks 131 370

Industries for the Blind 23 3

Horse Park 5 33

Insurance Administration 4 2,066
Internal Service:

Fleet Management 357 214

Computer Services 4,838 908

Prison Industries 2,058 56

Central Printing 352 4

Property Management 175 175

Risk Management 13 2,433
Fiduciary Funds:

Unemployment Compensation 5 2

Special Benefits 16,618 1,197

Special Deposit Trust 33
Component Units:

Proprietary 143

Universities and Colleges 149,226 149,344
Totals per financial statements: $ 402,132 $ 402,132

Transfers In/Out
Fund

General
Special Revenue:
Transportation
Federal
Agency Revenue
Other Special Revenue
Debt Service
Capital Projects
Enterprise:
State Parks
Kentucky Lottery Corporation
Industries for the Blind
Horse Park
Insurance Administration
Internal Service:
Computer Services
Prison Industries
Central Printing
Property Management
Risk Management
Fiduciary Funds:
Unemployment Compensation
Special Benefits
Component Units:
Governmental
Proprietary
Universities and Colleges

Totals per financial statements:

51

Operating Operating
Transfers Transfers
In Out
$ 291,239 $ 1,193,815
142 160,686
2,724 20,794
278,888 214,693
350,221 402,372
361,735 9,782
1,860 52,668
31,889 1,285
153,000
900
2,331
19,111 9,241
435
6
84 83
2,738 490
2,548
1,734
84,361 13,722
3,841
61,309 3,710
782,065 34,386
$ 2,275,444 $ 2,275,444
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Note 8

PENSION PLANS

Under the provisions of Kentucky Revised Statutes (KRS) 61.645,
theBoard of Trusteesof K entucky Retirement Systemsadministers
the Kentucky Employes Retirement System (KERS), County
Employes Retirement System (CERS), and State Police Retire-
ment System (SPRYS).

The State contributes to the KERS, a multiple-employer cost
sharing defined benefit pension plan that covers substantially all
regul ar full-timemembersempl oyedin non-hazardousand hazard-
ous duty positions of any state department, board, or any agency
directed by Executive Order to participateinthe System. Theplan
provides for retirement, disability, and death benefits to plan
members. Retirement benefits may be extended to beneficiariesof
theplan membersunder certain circumstances. Per KRS61.565(3),
normal contribution and past service contribution rates shall be
determined by the Board on the basis of an annual valuation last
preceding the July 1 of anew biennium. The Board may amend the
contribution rates as of the first day of July of the second year of a
biennium, if it is determined on the basis of a subsequent actuarial
valuation that amended contribution rates are necessary to satisfy
requirementsdeterminedinaccordancewith actuarial basesadopted
by the Board. However, forma commitment to provide the
contributionsby theemployer ismadethrough the biennial budget.
The System's administrative budget and employer contribution
rates are subject to the approval of the Kentucky General Assem-
bly. Employee contribution rates are set by the statute and may be
changed only by the Kentucky General Assembly.

The State is the predominant employer for KERS and for note
disclosure purposes will be considered as a single employer plan.

CERS, a multiple employer cost sharing defined benefit pension
plan, providesfor retirement, disability, and death benefitsto plan
members.

SPRSisasingle-employer defined benefit plan that coversall full-
time State Troopers employed in a hazardous duty position by the
Kentucky State Police. The plan providesfor retirement, disabil-
ity, and death benefitsto plan members. Retirement benefits may
be extended to beneficiaries of the plan members under certain
circumstances. Per KRS 61.565(3), normal contribution and past
service contribution rates shall be determined by the Board on the
basis of an annual valuation last preceding the July 1 of a new
biennium. The Board may amend the contribution rates as of the
first day of July of the second year of abiennium, if itisdetermined
on the basis of a subsequent actuarial valuation that amended
contributionratesare necessary to satisfy requirementsdetermined
inaccordancewith actuarial basesadopted by theBoard. However,
formal commitment to provide the contributions by the employer
is made through the biennial budget.

The financial statements are prepared using the accrual basis of
accounting. Plan member contributions are recognized in the
period in which contributions are due. Employer contributionsto
the plan are recognized when due and the employer has made a
formal commitment to provide the contributions. Benefits and
refunds are recognized when due and payable in accordance with
terms of the plan.

Investmentsarereported at fair value. Short-terminvestmentsare
reported at cost, which approximatesfair value. Securitiestraded
on anational exchange arevalued at thelast reported salesprice at
current exchange rates. The fair value of real estate is based on
appraisals. Investmentsthat do not have an established market are
reported at estimated fair value.

Cost-of-living adjustments (COLA) are provided at the discretion
of the State L egislature.

The allocation of insurance premiums paid by the Fund and
amounts withheld from members' benefits is based on years of
service with the Systems, as follows:

Percent Paid by
Member Through
Payroll Deduction

Percent Paid by

Y ears of Service Insurance Fund

0%
25%
50%
75%

100%

100%
75%
50%
25%

0%

20 or More
15-19
10-14

4-9

Less Than 4

TheKentucky Retirement Systemissuesapublicly availablefinan-
cial report that includes financial statements and required supple-
mentary information for the above mentioned retirement systems.
That report may be obtained by writing the Kentucky Retirement
System, 1260 Louisville Road, Frankfort, Kentucky 40601-6124,
or by telephone at (502) 564-4646.

The Judicial Retirement Plan is a single employer defined
benefit plan which provides retirement, disability and death
benefits to plan members and their beneficiaries. Cost-of-living
adjustments (COLA) are provided at the discretion of the State
Legislature, except that existing legislation provides that a
pension benefit shall be increased, if necessary, so that it equals
an amount calculated by using a 1.5125% benefit rate and the
sixty month average earnings of the position held by the mem-
ber at the time of his retirement. Contribution rates are estab-
lished by KRS 21.525.

The Legidators Retirement Plan is a single employer defined
benefit plan which provides retirement, disability, and death
benefits to plan members and their beneficiaries. Cost-of-living
adjustments (COLA) are provided at the discretion of the State
Legislature, except that existing legislation providesthat apension
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benefit shall beincreased, if necessary, so that it equals an amount
calculated by using a 1.925% benefit rate and the sixty month
average earnings of the position held by the member at the time of
hisretirement. Contribution rates are established by KRS 21.525.

The financia statements are prepared using the accrual basis of
accounting. Plan member contributionsto the plan are recognized
when due and the employer has made formal commitment to
provide the contributions. Benefits and refunds are recognized
when due and payable in accordance with terms of the Plans.

Investments are reported at fair value. Securities traded on a
national exchange are valued at the last reported sales price at
current exchangerates. Investmentsthat do not have an established
market arereported at estimated fair value.

The Judicial Form Retirement System issues a publicly available
financial report that includes financial statements and required
supplementary information for the above mentioned retirement
systems. That report may be obtained by writing to the Judicial
Form Retirement System, P.O. Box 791, Frankfort, Kentucky
40601-6124, or by telephone at (502) 564-5310.

TheKentucky Teachers Retirement System (KTRS) wasestablished

220 through Section 990 of the Kentucky Revised Statutes. KTRSis
amultiple-employer cost sharing defined benefit plan established to
provide pension plan coverage for local school districts and other
educational agenciesin the state.

Thefinancia statementsare prepared ontheaccrua basisof account-
ing. Member contributionsand employer matching arerecognizedin
thefiscal year due. Planinvestmentsarereported at fair value. Short-
term securities are carried at cost, which approximates fair value.
Fixedincomeand common and preferred stocksare generally valued
based on published market prices and quotations from national
security exchanges and security pricing services. Real edtate is
primarily valued based on appraisals performed by independent
appraisers.

Cogt-of-living adjustments (COLA) are one and one-half (1.5) per-
cent annually. Additional ad hoc increases and any other benefit
amendments must be authorized by the General Assembly.

The Kentucky Teachers Retirement System issues apublicly avail-
able financial report that includes financial statements and required
supplementary information. That report may be obtained by writing
the Kentucky Teachers Retirement System, 479 Versailles Road,
Frankfort, Kentucky 40601.

by the1938 General Assembly andisgovernedby Chapter 161 Section K entucky K entucky
Kentucky Kentucky State Police Employes Teachers'
Legislators' Judicial Retirement Retirement Retirement
Retirement Plan Retirement Plan System System System
Contribution rates:
State 47.70% 32.40% 26.58% 8.89%-17.87% 13.105%-13.48%
Plan Members 5.00% 3-5.00% 7.00% 5%-7% 6.16%0-9.855%
Portion of State Contribution for
Health Insurance 17.90% 4.26%-9.61% 0.75%
Annual pension costs
(in thousands) $1,629 $5,043 $10,569 $170,273 $329,500
Contributions made
(in thousands) $1,629 $5,375 $9,574 $128,221 $329,500

Actuarial valuation date
Actuaria cost method

June 30, 1998
Projected unit credit

June 30, 1998
Projected unit credit

June 30, 1998
Entry age normal

June 30, 1998
Entry age normal

June 30, 1998
Projected unit

Amortization method Interest + 1% Interest + 1% Level percent Level percent credit
Unfunded past Unfunded past closed closed Level percent
liability liability closed
Remaining amortization period 25 years 25 years 30 years 30 years 20 years
Asset valuation method Cost Cost Five yr. average of  Five yr. average of  Five yr. average of
market to book market to book market to book
Actuarial assumptions:
Investment rate of return 7.00% 7.00% 8.25% 8.25% 8.00%
Inflation Rate 3.50% 3.50% 4.50%
Projected salary increases 5.50% 5.50% 6.50% 6.50% 4.50%-8.60
Increase in Health Insurance Cost 6%-10% 6%-10% 7.5%-10% 7.5%-10% 1.50%
(Dollar amounts in thousands)
Annual Required Contributions (ARC)  $ 1,629 $ 5,087 $ 10,293 $ 168,494 $ 329,500
Int. on Net Pension Obligation(NPO) 0 308 702 4,529 0
Adjustment to ARC 0 (352) (427) (2,750) 0
Annual pension cost 1,629 5043 10,569 170,273 329,500
Contributions made 1,629 5,375 9,574 128,221 329,500
Increase (Decrease) in NPO 0 (332) 995 42,052 0
NPO beginning of year 0 4,401 8,515 54,898 0
NPO end of year $ 0 $ 4,069 $ 9,510 $ 96,950 $ 0
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Schedule of Funding Progress

UAALasa
Actuarial Actuarial Unfunded Percentage
Actuarial Value of Accrued AAL Funded Covered of Covered
Valuation Assets Liability (AAL) (UAAL) Ratio Payroll Payroll
Date (a) (b) (b-a) (a/b) (c) ((b-a)/c)
Kentucky Employes Retirement System
Non-Hazardous
June 30, 1996 $ 3237983129 $ 3,295362,361 $ 57,379,232 0.983 1,232,974,460 0.047
June 30, 1997 3,683,995,005 3,463,047,650 (220,947,355) 1.064 1,234,798,738 (0.179)
June 30, 1998 4,356,072,625 3,800,014,746 (556,057,879) 1.146 1,321,004,266 (0.421)
Hazardous
June 30, 1996 $ 137,312,448 $ 120,042,122 $ (17,270,326) 1.144 85,933,543 (0.201)
June 30, 1997 166,717,238 140,918,460 (25,798,778) 1.183 87,757,075 (0.294)
June 30, 1998 212,214,618 171,735,076 (40,479,542) 1.236 93,130,996 (0.435)
State Police Retirement System
June 30, 1996 $ 237,515,346 $ 244540812 $ 7,025,466 0.971 34,698,957 0.202
June 30, 1997 279,643,275 255,784,758 (23,858,517) 1.093 41,586,211 (0.574)
June 30, 1998 306,318,918 294,427,019 (11,891,899) 1.040 38,727,361 (0.307)
Judicial Retirement Plan
June 30, 1996 $ 133,973,167 $ 133,259,942 $ (713,225) 1.005 18,963,743 (0.038)
June 30, 1997 156,157,021 144,748,660 (11,408,361) 1.079 18,445,619 (0.618)
June 30, 1998 185,267,039 153,968,225 (31,298,814) 1.203 19,289,394 (1.623)
Legislators' Retirement Plan
June 30, 1996 $ 34,942,019 $ 36,958,664 $ 2,016,645 0.945 3,410,000 0.591
June 30, 1997 40,098,285 39,487,831 (610,454) 1.015 3,245,000 (0.188)
June 30, 1998 47,166,187 40,796,052 (6,370,135) 1.156 3,080,000 (2.068)
Kentucky Teachers' Retirement System
June 30, 1996 $ 7,624,700,000 $ 9,178,600,000 $ 1,553,900,000 0.831 1,877,900,000 0.827
June 30, 1997 8,789,900,000 9,906,200,000 1,116,300,000 0.887 1,925,000,000 0.580
June 30, 1998 10,370,600,000 11,516,600,000 1,146,000,000 0.900 1,973,700,000 0.581
Membership of the retirement systems, at June 30, 1998, is shown in the
following table: State o
Kentucky Employees County_Emponees Police JL_JdlClaI
Retirement Retirement ) Retirement
System Retirement Plan
Sysiem System
Non-Hazardous Hazardous Non-Hazardous Hazardous
Retirees and beneficiaries
receiving benefits 20,955 671 18,976 2,392 739 195
Terminated plan members -
vested 2,735 96 2,839 117 11 20
Terminated plan members -
non-vested 10,294 443 17,243 280 69
Active plan members 46,342 3,582 71.426 6.800 954 233
Total members 80,326 4,792 110,484 9,589 1,773 448
Number of participating 374 1,466 1 1
employers
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Threeyear trend for contributions
(Amounts expressed in thousands)

K entucky Employees Retirement System
Non-Hazar dous

1996 $ 107,885 92.0%
1997 109,774 93.5%
1998 177,437 95.4%
Hazardous
1996 $ 15,511 93.0%
1997 15,682 96.6%
1998 16,643 96.1%
State Police Retirement System
1996 $ 7,998 88.6%
1997 11,054 87.1%
1998 10,294 93.0%
Judicial Retirement Plan
1996 $ 3,240 129.7%
1997 5,087 105.9%
1998 5,087 105.6%
Legisators Retirement Plan
1996 $ 1,254 118.8%
1997 1,629 100.1%
1998 1,629 100.0%
Teachers Retirement System
1996 $ 307,100 100.0%
1997 328,600 100.0%
1998 329,500 100.0%
Note 9

EMPLOYEEBENEFITPLANS

A. Self-Insured Health Care

The Commonwealth of Kentucky offers, as one of ten health
insurance options to employees of the State, local boards of
education, local health departments and retirees under the age of
65, a self-insured health care plan. Under health care reform,
individuals, municipal governments, and qualified small busi-
nessesareal so eligibleto purchasehealthinsurancefromthe State's

Legislators' Kentucky
Retirement Teachers'
Plan Retirement
System Totals

103 27,743 71,774

48 4,670 10,536

28,329

126 52,195 181,658

277 84,608 292,297

1 201 2,044

self-insured plan. The plan is known as Kentucky Kare and is
admini stered by third partieswho areresponsiblefor theprocessing
of claims, cost containment, and utilization review. Presently,
33,381 persons have selected Kentucky Kare as their health care
provider for theplan period January 1, 1997 through December 31,
1998. There are 20,828 single coverage plans; 6,877 family
coverage plans; 3,160 enrollee plus dependent children coverage
plans; and 2,662 enrollee plus one spouse or child coverage plans.

B. Deferred Compensation

Employees of the Commonwealth, its cities, counties, and local
school districts are eligibleto participate in two deferred compen-
sation plans as authorized by the United States Internal Revenue
Code. These plans, labeled 457 and 401(k), after sections of the
Code, are administered by the Personnel Cabinet and an indepen-
dent plan administrator. The Commonwealth, through aboard of
trustees as defined in KRS 18A.245, selects the administrator to
overseethe daily operations and technical compliance of the plans
with applicable sections of the Internal Revenue Code. The
Commonwealth's responsibilities consist of withholding payroll
deductionsfor itsemployees, collecting employeewithholdings of
the cities, counties, and local school districts, and remitting those
withholdings to the insurance companies holding fixed and vari-
able annuity contracts (carriers). Both plans permit employeesto
defer collecting a portion of their salary until future years. This
deferment is not available to employees until termination, retire-
ment, death, or unforeseeableemergency. Assetsof the457Planare
reported in an Expendable Trust Fund within the fiduciary fund
type, in compliance with Internal Revenue Code and GASB 32
requirements.

Of the$420,304,000inthe457 Planat June 30, 1998, $273,979,000
was applicable to the Commonwealth, while the remaining
$146,325,000 representsassetsof theother juri sdictions partici pat-
ing in the Plan.

Note 10

LEASEOBLIGATIONS

The Commonwealth hasentered into variousleasesfor land, build-
ings, and equipment. Generally, leases contain termination clauses
providingfor cancellation after 30, 60, or 90 dayswrittennotice. In
addition, certain leases contain appropriation clauses indicating
that continuation of the leaseis subject to funding by the General
Assembly. Itisexpectedthat inthenormal courseof businessmost
of these leases will bereplaced by similar leases.

Changesinleasespayableaccountedforinthe General Long-Term
Obligation account group for the year ended June 30, 1998, are
summarized in Note 15.

A portion of thecapital |easeliability for theUniversity and College
Fund is applicable to leases with the Commonweal th.
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At June 30, 1998, capitalized leases included buildings and
equipment asfollows (Expressed in Thousands):

Equipment acquired through capital |easesisrecorded at thelesser

Primary Government

of fair market value or present value of future minimum lease Proprlretary Fund General Fixed Comp_onent
ypes Assets Units
payments.
Buildings $ $ $ 7,871
Equipment 10,059 2,033 14,183
Total 10,059 2,033 22,054
Less: Accumulated Amortization 4,309 18,412
Total, Net of Amortization $ 5750 3 2033 $ 3,642
Future minimum rental commitments for capitalizable leases as of
June 30, 1998, are as follows (Expressed in Thousands):
Primary Government Component Units
Long-term
Obligations Internal University Proprietary
Account Enterprise Service and College Fund
Group Funds Funds Funds Types Total
1999 $ 584 $ % $ 2,393 $ 912  $ 2471 $ 14736
2000 349 4 2,167 6,887 2,514 11,921
2001 131 1 1,537 6,203 2,509 10,381
2002 73 4,951 2,476 7,500
2003 39 4,595 2,487 7,121
Thereafter 40,711 12,821 53,532
Totals 1,176 101 6,097 72,539 25,278 105,191
Less: Amounts representing Interest
(2.2% to 16.6%) 119 4 410 15,566 6,180 22,279
Present value of future minimum lease
payments $ 1,057 $ 97 $ 5,687 $ 56,973 $ 19,098 % 82,912
Note 11 30, 1998, isbased ontherequirementsof GASB 10, whichrequires
that a liability for claims be reported if information prior to the

RISK MANAGEMENT

The Commonwealth is exposed to various risks of loss related to
torts: theft, damage, and destruction of assets; errorsand omissions;
injuriesto employees; and natural disasters. The Commonwealth
utilizesthe Risk Management Fund to account for these activities.

Fireand Tornadolnsurance:

TheFireand Tornado Insurance Programisestablished to account
for and finance its uninsured risk of loss arising from damagesto
State buildingsand personal property. Under thisprogram, cover-
ageisprovided for up to amaximum of $300,000 per occurrence
of loss for each insured subject of risk. The Fire and Tornado
Insurance Program purchases reinsurance for claims in excess of
coverage provided by the Program. Settled claims have not
exceeded commercial coverageinany of thepast threefiscal years.
Theclaimsliability of $1,237,803 reported in the Program at June

issuanceof thefinancial statementsindicatesthat itisprobablethat
a liability hasbeenincurred at the date of thefinancial statements
and the amount of the loss can be reasonably estimated. Changes
in the Program's claims liability amount in fiscal 1998 and 1997
were:

Fiscal Year Fiscal Year
1998 1997

Beginning of Fiscal

Y ear Liability $ 2,387,913 $ 1,975,372
Incurred Claims 1,393,587 1,114,542
Changes in Estimates
Claim Payments (2,543,697) (702,001)
Badanceat Fisca Yer End  $ 1,237,803 $ 2,387,913
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Self Insured Workers Compensation:

The Workers' Compensation Program is self-insurance for the
benefit of the Commonwealth’ semployees, and othersasdescribed
in KRS 18A.370. Lossespayable by the Program include medical
claimsandlossof wagesasaresult of anemployment relatedinjury.
Premiumsareestablished based upon estimated claimsand admin-
istrative cost for the coming fiscal year. The Program carries
reinsurance coverage for large individual or incident claims be-
tween $5,000,000 and $20,000,000.

Theactuarial determined aggregateclaimsliability of $55,269,655
reportedintheProgramat June 30, 1998, includesboth reported and
unreported insured events, including estimates of future payments
of lossesandrelated claims’ adjustments. ChangesintheProgram's
claims liability amount in fiscal 1998 and 1997 were:

Fiscal Year Fiscal Year
1998 1997
Beginning of Fiscal
Y ear Liability $ 51,627,935 $ 45,761,694
Claims and Claims
Adjustments Incurred
Current Y ear 13,242,891 14,981,697
Prior Year 2,531,693 1,775,443
Total Claimsand Claims
Adjustments Incurred 15,774,584 16,757,140
Claimsand Claims
Adjustment Payments
Current Y ear 2,818,916 2,614,507
Prior Year 9,313,948 8,276,392
Total Claimsand Claims
Adjustment Payments 12,132,864 10,890,899
Baancea Fisca YewrEnd  $ 55,269,655 $ 51,627,935

Transportation Cabinet Workers Compensation:

TheTransportation Cabinet's Self-1nsured Worker'sCompensation
Trust Program (the"Program™) wasorganized on July 1, 1963, asa
self-insurance fund administered by the Transportati on Cabinet of
the Commonwealth of Kentucky (the"Cabinet"). The purpose of
the Program isto provide workers compensation insurance to the
employees of the Cabinet. Thelossesincurred by the Program are
serviced by adesignated third-party administrator who processes
andreportsall claimstotheProgram. Theaggregateclaimsliability
is based on an actuarial study, dated June 30, 1998.

Fiscal Year Fiscal Year
1998 1997

Beginning of Fiscal Year

Liability $ 21,476,178 $ 21,532,291
Clamsand Claims

Adjustments Incurred 1,820,499 3,807,939
Changesin Estimates
Clamsand Claims

Adjustment Payments (3,201,752) (3,864,052)
Balanceat Fiscal Year End $ 20,094,925 $ 21,476,178

Note 12

RISK POOLS

The Commonwealth'srisk pools, which are reported as enterprise
funds, are the Insurance Administration Fund and the Grain
Insurance Fund. Thelnsurance Administration Fund includesthe
operations of six risk pools, asfollows: Kentucky Kare, Workers
Compensation Insurance, Coal Workers Pneumoconiosis, Petro-
leum Storage Tank Assurance, Bond Pool, and Mine Subsidence
Insurance. Thelnsurance Administration Fundisreported as part
of theprimary government. TheGrainlnsuranceFundisarisk pool
reported as a discrete component unit.

Risk Pools - Enterprise Funds

Kentucky Kare:

Kentucky Kare is a self insured health care plan offered to
employees of the State, local boards of education, local health
departments, retirees under the age of 65 of the Kentucky
Retirement Systems, and private individuals and businesses.
This plan is administered by third parties who are responsible
for the processing of claims, cost containment, and utilization
review.

Asof June 30, 1998, thenumber of employees, retirees, and former
employees electing COBRA extension of benefits were as fol-
lows: Stateemployees, retirees, and former employeesof 13,542;
local board of education employeesof 12,346; local health depart-
ment employees of 460; and other participants of 7,033.

Monthly premiums are established by the Commonwealth. They
vary by the benefit coverage and the dependent status (single,
family, or single parent). The plan offersfivelevels of coverage:
Kentucky Kare Budget High, Kentucky Kare Economy Low,
Kentucky Kare Enhanced High, Kentucky Kare Standard High,
and Kentucky Kare Standard Low. Preventive dental careis an
optional rider to the plans.

Estimates of the liabilities for incurred (both reported and unre-
ported) but unpaid claims are actuarially determined using the
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development method. Thismethod uses past observed patterns of
thetimebetween claimincurred and payment to estimateincurred
claims from available paid claims information. Liabilities are
based on the estimated ultimate cost of settling the claims, includ-
ingtheeffectsof inflation and other societal and economicfactors.
Claim adjustment expense is included in the administrative fee
paid to the third party administrator.

The Plan establishes a liability for both reported and unreported
insured events, which includes estimates of future payments of
lossesandrelated claims’ adjustments. Thefollowing represents
changesin thisliability for the Plan during the past two years:

Fiscal Year Fiscal Year
1998 1997

Beginning Unpaid

Claims Liability $ 21,767,633  $ 19,286,706
Claims Incurred:
Current Year 147,521,996 131,132,064
Increase (Decrease) In

Prior Years 3,074,250 (4,425,595)

Total Incurred Claims 150,596,246 131,496,349
Claims Paid:
Current Year 127,323,914 114,231,764
Prior Years 21,827,031 14,783,658
Total Payments 149,150,945 129,015,422
Ending Unpaid Claims $ 23,212,934  $ 21,767,633

Workers Compensation | nsurance:

TheKentucky Workers' Compensation Insurance Program, arisk
sharing pool, covers pre-existing conditions to protect employers
from having to pay for injuries not sustained in their employ, or
more than once for disabilities resulting from the same accident.
This program encourages re-employment of injured workers at
adequate wages by relieving the employer of the requirement of
paying disability compensation in addition to full wages. The
program also covers claims against uninsured employers.

TheProgram establishesclaimsliabilitiesbased on estimatesof the
ultimate cost of claims (including future claim adjustment ex-
penses) that have been reported but not settled, and of claimsthat
have been incurred but not reported. The claims liability of
$1,069,267,162, as reported in the financial statements, is the
present value of the aggregate actuarial determined claimsliability
of $2,305,946,500, discounted at 7.0%, and the net of the estimated
realizablevalueof reimbursements. Theestimatedrealizablevalue
of these reimbursements at June 30, 1998, is $10,850,000. The
claimsadjustedliability of $58,269,529, asreportedinthefinancia
statements, is the present value of the aggregate actuarial deter-
mined liability of $115,775,034, discounted at 7.0%.

The actuarial determined liabilities described above arise from
projectionsincludedinanactuarial report dated December 8, 1997,
andinclude claimsprojected through September 1, 1997. Changes
inthe program’ saggregate liabilitiesfor claimsand claims adjust-
ment for the past two years are:

Fiscal Year
1998

Fiscal Year
1997

Beginning of Fiscal

Year Liability $ 2,5643,800,912 % 2,734,329,063
Claims and Claims

Adjustments Incurred 1,754,681 2,064,580
Changesin Estimates (61,280,659)
Claimsand Claims

Adjustment Payments (123,834,059) (131,312,072)
Baanceat Fiscd YearEnd  § 2,421,721,534  $ 2,543,800,912

Coal Wor ker sPneumoconiosisFund:

The Coal Workers' Pneumoconiosis Fund (CWPF) was created
within the Labor Cabinet through the enactment of House Bill No.
1 by the December 1996 Special Session of the General Assembly.
The CWPFisliablefor one-half of theincomebenefitsand retrain-
ing incentive benefits for occupational pneumoconiosis result-
ing from exposure to coal dust created in the severance or
processing of coal. The employer is liable for the remaining
one-half.

In accordance with House Bill No. 1 from the December 1996
Special Session, the Kentucky Workers Compensation Funding
Commission shall imposeapneumoconi osi sassessment to prefund
theliabilities of the CWPF and to financeitsadministration. The
assessment isthree percent (3%) of workers compensation premi-
umsreceived onor after January 1, 1997, from employersengaged
intheseveranceor processing of coal and an additional assessment
of $0.025 per tonimposed upon coal severed on or after January 1,
1997. All pneumoconiosis assessments collected by the Funding
Commission are to be credited to a separate account within the
Benefit Reserve Fund and to be transferred as necessary to pay
administrative expenses and current claims of the CWPF.

TheCoal Workers PneumoconiosisFund establishesclaimsliabil -
ity based on estimates of the ultimate cost of claims (including
futureclaimsadjustment expenses) that have been reported but not
settled, and of claimsthat have beenincurred but not reported. The
claims liability of $5,978,589, as reported in the financial state-
ments, is the present value of the aggregate actuarial determined
liahility of $7,408,464, discounted at 7.0%. Theclaimsadjustment
liahility of $795,000, asreported inthefinancia statements, isthe
present value of the aggregate actuarial determined liability of
$984,000, discounted at 7.0%.
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The actuarial determined liabilities described above are based on
an actuarial valuation as of September 1, 1997. Changes in the
aggregate liability for claims and claims adjustments for the past
two yearsare asfollows:

Fiscal Year Fiscal Year
1998 1997

Beginning of Fiscal

Y ear Liability $ 2,797,488 $ 0
Claimsand Claims

Adjustments Incurred 5,594,976 2,797,488
Changes in Estimates
Claimsand Claims

Adjustment Payments
Baanceat Fiscal Year End $ 8,392,464 $ 2,797,488

As stated above, the Coal Workers Pneumoconiosis Fund was
created by the December 1996 Special Session of the General
Assembly. Therefore, there are no provisions for claims prior to
1997.

Petroleum Storage Tank Environmental AssuranceProgram:

The Office of the Petroleum Storage Tank Environmental Assur-
ance Program, arisk sharing pool, was created in the 1990 regular
session of the Kentucky General Assembly. The purpose of the
Programisto assist petroleum storage tank ownersor operatorsin
complyingwithfederal financial responsibility requirementsrel at-
ing to petroleum storage tanks and in cleaning up contamination
caused by leaking tanks. The Program isfunded by afee paid by
dealerson each gallon of gasolineand special fuelsreceivedinthe
State at arate of one and four-tenths ($0.014) cents per gallon.

ThePrograminsurespetroleum storagetank ownersor operatorsfor
cost incurred for cleanup and other corrective action required in
cleaning up contamination caused by leaking petroleum storage
tanks. The Program also provides coveragefor third party claims
against theownersor operatorsfor damagessustained asaresult of
leaking storage tanks. Claims paid by the Program are subject to
deductibleswhichareapplied separately, by occurrence, for cleanup
claims and third party damage claims. The deductible is set at
$1,000 per occurrencefor ownersor operatorsof fiveor lesstanks,
and at $5,000 for owners or operators of six to ten tanks, and at
$25,000 for owners of more than ten tanks.

TheProgram establishesclaimsliabilitiesbased on estimatesof the
ultimate cost of claims (including future claim adjustment ex-
penses) that have been reported but not settled, and of claimsthat
have been incurred but not reported. The claims liability of
$506,641,538reportedinthefinancial statements, istheaggregate
actuarial determined claimsliability andisnot discounted. Changes
inthe Program'saggregateliabilitiesfor claimsand claimsadjust-
ment for the past two years are:

Fiscal Year Fiscal Year
1998 1997
Beginning of Fiscal
Year Liability $ 469,511,513 $ 324,412,848
Claims and Claims
Adjustments Incurred 71,789,045 185,343,420
Changes in Estimates (159,303) (17,000,000)

Claims and Claims

Adjustment Payments (27,297,421) (23,244,755)

Bdancea Fiscd YearEnd ¢

513,843,834 $ 469,511,513

Bond Pool:

The Bond Pool was established in 1986 to provide an alternative
bonding program for small to medium sized coal companies in
Kentucky. Membership in the Pool is voluntary and perspective
members must apply to become members. Applicants must meet
standards set by the Bond Pool Commission to be accepted as
members of the Bond Pool. These standards, used to evaluate
potential Bond Pool members, considers factors such as mining
experience, reclamation history, and financial condition of the

applicant.

Accepted members are rated by the Commission based on the
standards consideredinthe application process. Themembersare
rated and assessed an initial membership fee based on thisrating.
Thisfeerangesfrom $1,000t0 $2,500. Additionally memberspay
tonnagefeesof $.05 per ton of surfacemined coal and $.01 per ton
for underground mined coal. Provisionsareal soineffect wherethe
tonnagefeeissuspended for memberswho haveparticipatedinthe
Program for 36 months, when the Program balance exceeds $7
million.

The coal companies participating in the Program are required to
post apermit specific bond based on the number of acrespermitted
and their rating in the Program. The Bond Pool in turn provides
coveragefor reclamation cost that exceed the permit specific bond
but limitsclaimstothetotal amount of bond required by the permit.
The Bond Pool does not pay claimsfor costsincurred in excess of
the required bond amount.

TheProgram establishesclaimsliabilitiesbased on estimatesof the
ultimate cost of claims (including future claim adjustment ex-
penses) that have been reported but not settled, and of claimsthat
have been incurred but not reported. The claims liability of
$2,625,568 asreportedinthefinancial statements, istheaggregate
actuarial determined claimsliability. Theclaimsadjustment liabil-
ity of $833,926 isthe actuarial determined aggregate liability and
isnot discounted. ChangesintheProgram’ saggregateliabilitiesfor
claims and claims adjustments for the past two years are:
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Fiscal Year Fiscal Year
1998 1997

Beginning of Fiscal

Y ear Liability $ 3,439,494 % 3,439,494
Claimsand Claims

Adjustments Incurred 20,000
Changesin Estimates
Claimsand Claims

Adjustment Payments
Baanceat Fisca Year End  $ 3,459,494 $ 3,439,494

MineSubsidencelnsurance:

The Mine Subsidence Insurance Program is administered by the
Department of Insurance. Theprovisionsof theProgramrequirethat
all insurance policies issued or renewed that insure a structure
located in any county in the State, except those specifically ex-
empted by KRS 304.44-60, shall include a separately stated pre-
mium for mine subsidence damage coverage. This premium is
assessed at the amount determined by the Program and the insurer
isrequired to cedethis coverageto the Program. Theinsurer may
refuse to provide coverage where pre-existing damage is deter-
mined to exist. The Program provides coverage subject to a
deductibleof 2% of thepolicy’ stotal insured value or not lessthan
$250 and not more than $500. The Mine Subsidence Program also
limitsits coverage to $50,000 per structure.

Theclaimsliability of $365,500 reportedintheProgramat June 30,
1998, isbased ontherequirementsof GA SB 10, whichrequiresthat
aliability for claimsbereportedif information prior totheissuance
of thefinancial statementsindicatesthat it isprobablethat liability
has been incurred at the date of the financial statements and the
amount of the loss can be reasonably estimated. Changes in the
Program's claims liability amount in fiscal 1998 and 1997 were:

Fiscal Year Fiscal Year
1998 1997

Beginning of Fiscal

Y ear Liability $ 219,000 $ 25,000
Claims and Claims

Adjustments Incurred 163,847 221,545
Changes in Estimates
Claim and Claims

Adjustment Payments (17,347) (27,545)
Bdancea Fiscd Year End ¢ 365,500 $ 219,000

Risk Pools- Component Units

Grainlnsurance:

The Grain Insurance Program is established to promote economic
stability inagricultureby providing coverageto grain producersfor
lossesincurredintheevent of afinancial failureof agraindealer or

grainwarehousemen. TheProgramisfunded by ahalf cent per bushel
assessment on all marketed grain produced in Kentucky. The
Program also has provisions that the assessment can be suspended
whenthebal ance of the Programreaches$3millionandif suspended
will be reapplied when the balance of the Program drops to $2
million.

Theclaimsliability of $0 reported in the Program at June 30, 1998,
isbased ontherequirementsof GASB 10, which statesthat aliability
for claims be reported, if information prior to the issuance of the
financial statements indicates that a probable liability has been
incurred at thedateof thefinancial statements, and theamount of the
loss can bereasonably estimated. Changesinthe Program'sclaims
liability amount in fiscal 1998 and 1997 were:

Fiscal Year Fiscal Year
1998 1997

Beginning of Fiscal

Year Liability $ 277,177 $ 277,177
Claims and Claims

Adjustments Incurred
Changes in Estimates (185,328)
Claims and Claims

Adjustment Payments (91,849)
Bdancea Fiscd YerEnd ¢ 0 % 277,177

Note 13

DEFEASANCE OF LONG-TERM DEBT

The State Property and Buildings Commission issued $44,110,000
Revenue and Revenue Refunding Bonds, Project 60, dated May 1,
1998. Thenet proceedsof thisissuewere$44,963,808 after issuance
cost, underwritersdiscount and premium of $853,808. $6,890,850
of the proceeds were used to finance new projects. The remaining
$38,072,958 was placed in an escrow account to refund Project 26,
Second Series; Project 30, Fifth Series; Project 31, Fourth Series;
Project 32, third Series; and Project 53 bonds. The net savings
(reductionincashflow) for the Refunding Bondswill be$1,928,404.
The present value is $1,315,236 at arate of 4.9840%.

Also, issuedwas$3,620,000 Revenue Refunding Bonds, Project 61,
dated May 1, 1998. The net proceeds of thisissuewere $3,580,788
after cost of issuance and discounts of $39,212. The net proceeds
wereplacedinanescrow account torefund Project 39, Second Series,
bonds. The net savings (reduction in cash flow) for the Refunding
Bondswill be $616,480. The present valueis $471,652 at arate of
4.9840%.

The Kentucky School Facilities Construction Commission issues
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revenuebondson behal f of local school districtstofinanceconstruc-
tion of new facilities or the major renovation of existing facilities.
The Commission participates in the payment of debt service for
qualifyingdistricts. Duringthefiscal year ended June 30, 1998, the
Commission issued the following refunding revenue bonds:

Revenuerefundingbondsdated August 1, 1997, wereissued for the
Shelby County School District Finance Corporation to refund a
1987 issue. The Commission's portion of the refunding issue was
$914,252 maturingMay 1, 1998 through May 1, 2007, and carrying
interest ratesfrom 3.800%1t04.500%. Theproceedswereplacedin
an escrow account to fund the debt service requirements for the
Commission'sportion of the 1987 issuebeingrefunded. Therewere
no savings to the Commission for thisissue.

Revenuerefundingbondsdated August 1, 1997, wereissued for the
Powell County School District Finance Corporation to refund a
1989 issue. The Commission's portion of the refunding issue was
$484,642 maturing December 1, 1997 through December 1, 2009,
and carrying interest rates from 4.250% to 4.700%. The proceeds
were placed in an escrow account to fund the debt service require-
ments for the Commission's portion of the 1989 issue being re-
funded. Therewere no savingsto the Commission for thisissue.

Revenuerefundingbondsdated August 1, 1997, wereissued for the
Covington Independent School District Finance Corporation to
refund a 1989 issue. The Commission's portion of the refunding
issue was $676,938 maturing February 1, 1998 through August 1,
2008, and carrying interest rates from 4.000% to 4.750%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1989 issue being
refunded. Therewereno savingsto the Commissionfor thisissue.

Revenuerefundingbondsdated August 1, 1997, wereissued for the
Christian County School District Finance Corporation to refund a
1989 and 1991 issues. The Commission's portion of the refunding
issuewas $2,936,505 maturing June 1, 1998 through June 1, 2011,
and carrying interest rates from 4.000% to 5.000%. The proceeds
were placed in an escrow account to fund the debt service require-
ments for the Commission's portion of the 1989 and 1991 issues
being refunded. Therewere no savingsto the Commission for this
issue.

Revenuerefundingbondsdated August 1, 1997, wereissued for the
Edmonson County School District Finance Corporation to refund
a1987 issue. The Commission'sportion of therefunding issuewas
$1,326,081 maturing April 1, 1998 through April 1, 2005, and
carryinginterest ratesfrom 3.750%t0 4.600%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1987 issue being refunded.
There were no savings to the Commission for thisissue.

Revenuerefunding bondsdated September 1, 1997, wereissuedfor

the Boone County School District Finance Corporationto refund a
1990 issue. The Commission's portion of the refunding issue was
$3,044,943 maturing August 1, 1998 through August 1, 2010, and
carryinginterest ratesfrom 4.000%t0 5.000%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1990 issue being refunded.
There were no savings to the Commission for thisissue.

Revenuerefunding bondsdated October 1, 1997, wereissuedfor the
Berea Independent School District Finance Corporation to refund
1987, 1989 and 1991 issues. The Commission's portion of the
refunding issue was $138,500 maturing May 1, 1998 through
November 1, 2009, and carrying interest rates from 4.100% to
4.800%. Theproceedswereplacedinanescrow accounttofundthe
debt servicerequirementsfor the Commission'sportion of the 1987,
1989, and 1991 issuesbeingrefunded. Therewereno savingstothe
Commission for thisissue.

Revenuerefunding bondsdated October 1, 1997, wereissuedfor the
WolfeCounty School District Finance Corporationtorefunda1991
issue. TheCommission'sportionof therefundingissuewas$549,588
maturing March 1, 1998 through March 1, 2011, and carrying
interest ratesfrom 4.000%1t04.750%. Theproceedswereplacedin
an escrow account to fund the debt service requirements for the
Commission'sportionof the1991issuebeingrefunded. Therewere
no savings to the Commission for thisissue.

Revenuerefunding bondsdated October 1, 1997, wereissuedfor the
Jenkinslndependent School District FinanceCorporationtorefund
al1991issue. The Commission'sportion of therefunding issuewas
$538,835 maturing February 1, 1998 through August 1, 2011, and
carryinginterest ratesfrom 4.000%t0 5.000%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1991 issue being refunded.
There were no savings to the Commission for thisissue.

Revenuerefunding bondsdated October 1, 1997, wereissuedfor the
Knox County School District Finance Corporationto refund a1990
issue. TheCommission'sportionof therefundingissuewas$405,862
maturing April 1, 1998 through April 1, 2010, and carryinginterest
ratesfrom4.300%t05.000%. Theproceedswereplacedinanescrow
account tofund the debt servicerequirementsfor the Commission's
portion of the 1990 issue being refunded. There were no savings
to the Commission for thisissue.

Revenuerefunding bondsdated November 1, 1997, wereissuedfor
the Rowan County School District Finance Corporation to refund
a1987 SeriesA, 1987 SeriesB, and 1989issues. TheCommission's
portion of the refunding issue was $3,624,946 maturing April 1,
1998through April 1, 2009, and carryinginterest ratesfrom 3.800%
t04.800%. Theproceedswere placedin an escrow account to fund
the debt service requirements for the Commission’s portion of the
1987 and 1989 issuesbeing refunded. Therewereno savingstothe
Commission for thisissue.
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Revenuerefunding bondsdated November 1, 1997, wereissuedfor
the Garrard County School District Finance Corporation to refund
a1989issue. The Commission'sportion of therefunding issuewas
$1,988,257 maturing May 1, 1998 through November 1, 2009, and
carryinginterest ratesfrom 3.750%t0 4.700%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1989 issue being refunded.
There were no savings to the Commission for thisissue.

Revenuerefunding bondsdated November 1, 1997, wereissuedfor
the Boyd County School District Finance Corporation to refund a
1990 issue. The Commission's portion of the refunding issue was
$1,707,793 maturing April 1, 1998 through October 1, 2017, and
carryinginterest ratesfrom 4.400%t0 5.375%. Theproceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1990 issue being refunded.
There were no savings to the Commission for thisissue.

Revenuerefunding bonds, SeriesB, dated November 1, 1997, were
issuedfor the Greenup County School District Finance Corporation
torefunda1989 and a1990issue. The Commission'sportion of the
refundingissuewas$3,120,000 maturing February 1, 1998through
February 1, 2010, and carryinginterest ratesfrom4.000%t04.700%.
The proceeds were placed in an escrow account to fund the debt
servicereguirementsfor the Commission's portion of the 1989 and
1990issuesbeing refunded. Therewereno savingstothe Commis-
sionfor thisissue.

Revenuerefunding bonds, SeriesB, dated November 1, 1997, were
issued for the Barbourville Independent School District Finance
Corporation to refund 21990 issue. The Commission's portion of
the refunding issue was $214,470 maturing April 1, 1998 through
April 1, 2010, and carrying interest rates from 4.200% to 4.700%.
The proceeds were placed in an escrow account to fund the debt
servicerequirementsfor the Commission'sportion of the1990issue
being refunded. Therewere no savingsto the Commission for this
issue.

Revenuerefundingbondsdated December 1, 1997, wereissuedfor
the Henry County School District Finance Corporation to refund a
1989 issue. The Commission's portion of the refunding issue was
$161,879 maturing January 1, 1999 through January 1, 2009, and
carryinginterest ratesfrom 4.000%to 4.600%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1989 issue being refunded.
There were no savings to the Commission for thisissue.

Revenuerefundingbondsdated December 1,1997, wereissuedfor
the Monroe County School District Finance Corporation to refund
a1989issue. The Commission'sportion of therefunding issuewas
$3,235,626 maturing February 1, 1998 through August 1, 2009, and
carryinginterest ratesfrom 3.750%t0 4.625%. The proceedswere
placed in an escrow account to fund the debt service requirements

for the Commission's portion of the 1989 issue being refunded.
There were no savingsto the Commission for thisissue.

Revenuerefunding bondsdated December 1, 1997, wereissued for
the Bath County School District Finance Corporation to refund a
1988 issue and a 1990 issue. The Commission's portion of the
refunding issue was $1,833,562 maturing April 1, 1998 through
October 1, 2009, and carryinginterest ratesfrom 3.900%to0 4.700%.
The proceeds were placed in an escrow account to fund the debt
servicereguirementsfor the Commission's portion of the 1988 and
1990issuesbeingrefunded. Therewereno savingstothe Commis-
sionfor thisissue.

Revenuerefundingbondsdated December 1, 1997, wereissuedfor
the Scott County School District Finance Corporation to refund a
1988 issue. The Commission's portion of the refunding issue was
$1,182,399 maturing June 1, 1998 through December 1, 2008, and
,carryinginterest ratesfrom 3.900%1t04.500%. Theproceedswere,
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1988 issue being refunded.
There were no savings to the Commission for thisissue.

Revenuerefundingbondsdated December 1, 1997, wereissuedfor
the Pike County School District Finance Corporation to refund a
1989, 1990A and 1990B issues. The Commission's portion of the
refunding issue was $9,270,160 maturing June 1, 1998 through
December 1, 2009, and carrying interest rates from 4.000% to
4.750%. Theproceedswereplacedinanescrow accounttofundthe
debt servicerequirementsfor the Commission'sportion of the 1989
and 1990 issues being refunded. There were no savings to the
Commission for thisissue.

Revenuerefundingbondsdated December 1, 1997, wereissuedfor
the Whitley County School District Finance Corporation to refund
a1989and 1991 issues. The Commission'sportion of therefunding
issuewas $2,549,562 maturing May 1, 1998 through May 1, 2011,
and carrying interest rates from 4.100% to 4.600%. The proceeds
were placed in an escrow account to fund the debt service require-
ments for the Commission's portion of the 1989 and 1991 issues
being refunded. Therewere no savingsto the Commission for this
issue.

Revenuerefundingbondsdated December 1,1997, wereissuedfor
the Union County School District Finance Corporationto partially
refund a 1990 issue. The Commission's portion of the refunding
issue was $1,649,314 maturing March 1, 1998 through September
1, 2010, and carrying interest rates from 3.750% to 4.500%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1990 issue being
refunded. Therewereno savingsto the Commissionfor thisissue.

Revenuerefunding bondsdated January 1, 1998, wereissued for the
Magoffin County School District Finance Corporation to refund a
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1989 and a1991 issue. The Commission'sportion of therefunding
issuewas $1,631,171 maturing May 1, 1998 through November 1,
2010, and carrying interest rates from 3.900% to 4.300%. The
proceedswere placed in an escrow account to fund the debt service
reguirements for the Commission's portion of the 1989 and 1991
issues being refunded. Therewere no savings to the Commission
for thisissue.

Revenuerefunding bondsdated January 1, 1998, wereissuedfor the
Grant County School District Finance Corporation to partialy
refund a 1990 issue. The Commission's portion of the refunding
issue was $1,538,639 maturing April 1, 1998 through October 1,
2009, and carrying interest rates from 3.850% to 4.200%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1990 issue being
refunded. Therewereno savingsto the Commissionfor thisissue.

Revenuerefunding bondsdated January 1, 1998, wereissuedfor the
Paris Independent School District Finance Corporation to refund a
1991 issue. The Commission's portion of the refunding issue was
$536,033 maturing June 1, 1998 through June 1, 2011, and carrying
interest ratesfrom 4.000%1t04.200%. Theproceedswereplacedin
an escrow account to fund the debt service requirements for the
Commission'sportion of the1991 issuebeingrefunded. Therewere
no savings to the Commission for thisissue.

Revenuerefunding bondsdated January 1, 1998, wereissued for the
Bourbon County School District Finance Corporation to refund
1987 and 1988 issues and to partially refund 1990 and 1991 issues.
The Commission's portion of the refunding issue was $2,047,669
maturing May 1, 1998 through November 1, 2010, and carrying
interest ratesfrom4.000%1t04.100%. Theproceedswereplacedin
an escrow account to fund the debt service requirements for the
Commission's portion of the 1987, 1988, 1990 and 1991 issues
being refunded. Therewereno savings to the Commissionfor this
issue.

Revenuerefunding bondsdated January 1, 1998, wereissuedfor the
Boyle County School District Finance Corporation to partially
refund a 1989 issue. The Commission's portion of the refunding
issuewas$406,342 maturing June 1, 1998 through June 1, 2009, and
carryinginterest ratesfrom 3.650%1t04.1250%. Theproceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1989 issue being refunded.
There were no savings to the Commission for thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
the Covington Independent School District Finance Corporationto
refund a 1987 issue. The Commission's portion of the refunding
issue was $2,625,753 maturing June 1, 1998 through December 1,
2006, and carrying interest rates from 3.700% to 4.200%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1987 issue being

refunded. Therewereno savingsto the Commissionfor thisissue.

Revenuerefunding bondsdated January 1, 1998, wereissuedfor the
Marion County School District Finance Corporation to refund a
1990 issue. The Commission's portion of the refunding issue was
$423,976 maturing June 1, 1998 through June 1, 2006, and carrying
interest ratesfrom 3.900%104.200%. Theproceedswereplacedin
an escrow account to fund the debt service requirements for the
Commission'sportion of the1990issuebeingrefunded. Therewere
no savings to the Commission for thisissue.

Revenuerefunding bondsdated January 1, 1998, wereissuedfor the
Powell County School District Finance Corporation to refund a
1990 issue. The Commission's portion of the refunding issue was
$495,552 maturing June 1, 1998 through December 1, 2009, and
carryinginterest ratesfrom 3.900%to 4.250%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1990 issue being refunded.
There were no savings to the Commission for thisissue.

Revenue refunding bonds dated January 15, 1998, Series A, were
issuedfor theCaldwell County School District Finance Corporation
torefund a1991 issue. The Commission's portion of therefunding
issue was $680,865 maturing June 1, 1998 through June 1, 2011,
and carrying interest rates from 3.600% to 4.250%. The proceeds
were placed in an escrow account to fund the debt service require-
ments for the Commission's portion of the 1991 issue being re-
funded. Therewere no savingsto the Commission for thisissue.

Revenue refunding bonds dated January 15, 1998, Series B, were
issued for the Caldwell County School District Finance Corpora-
tiontopartially refund a1987 issueandtorefunda1989issue. The
Commission'sportionof therefundingissuewas$2,639,350 matur-
ing August 1, 1998 through August 1, 2009, and carrying interest
ratesfrom 3.600%1t04.25%. Theproceedswereplacedinanescrow
account tofund the debt servicerequirementsfor the Commission's
portion of the 1987 and 1989 i ssuesbeing refunded. Therewereno
savings to the Commission for thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
theFt. Thomas School District Finance Corporationtorefundal987
issue. TheCommission'sportionof therefundingissuewas$292,737
maturing June 1, 1998 through June 1, 2007, and carrying interest
ratesfrom4.100%t04.200%. Theproceedswereplacedinanescrow
account tofund thedebt servicerequirementsfor the Commission's
portion of the 1987 issue being refunded. Therewereno savingsto
the Commission for thisissue.

Revenuerefunding bondsdated January 1, 1998, wereissuedfor the
Shelby County School District Finance Corporation to refund a
1989 issue. The Commission's portion of the refunding issue was
$607,133 maturing May 1, 1998 through November 1, 2009, and
carryinginterest ratesfrom 3.850%t0 4.250%. The proceedswere
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placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1989 issue being refunded.
There were no savings to the Commission for thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
the Cumberland County School District Finance Corporation to
refund a 1991 issue. The Commission's portion of the refunding
issue was $813,185 maturing June 1, 1998 through December 1,
2010, and carrying interest rates from 3.850% to 4.500%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1991 issue being
refunded. Therewereno savingsto the Commissionfor thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
the Monroe County School District Finance Corporation to refund
al1991issue. The Commission'sportion of therefunding issuewas
$563,427 maturing February 1, 1998 through February 1, 2011, and
carryinginterest ratesfrom 4.200%to 4.500%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1991 issue being refunded.
There were no savings to the Commission for thisissue.

Revenuerefunding bondsdated January 1, 1998, wereissued for the
LeslieCounty School District Finance Corporationtorefunda1990
issue. TheCommission'sportion of therefundingissuewas$7,079
maturing May 1, 1998 through November 1, 2009, and carrying
interest ratesfrom 4.375%104.375%. Theproceedswereplacedin
an escrow account to fund the debt service requirements for the
Commission'sportion of the1990issuebeingrefunded. Therewere
no savings to the Commission for thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
the Breathitt County School District Finance Corporationtorefund
a1989issue. The Commission'sportion of therefunding issuewas
$1,040,572 maturing August 1, 1998 through August 1, 2009, and
carryinginterest ratesfrom 2.000% to 4.350%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1989 issue being refunded.
There were no savingsto the Commission for thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
the Crittenden County School District Finance Corporation to
refund a 1991 issue. The Commission's portion of the refunding
issue was $649,261maturing June 1, 1998 through December 1,
2010, and carrying interest rates from 3.700% to 4.500%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1991 issue being
refunded. Therewereno savingsto the Commissionfor thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
the Fulton Independent School District Finance Corporation to

refund a1987 and partially refunda1991issue. The Commission's
portion of the refunding issuewas $811,362 maturing July 1, 1998
through July 1, 2010, and carrying interest rates from 3.900% to
4.400%. Theproceedswereplacedinanescrow accounttofundthe
debt servicerequirementsfor the Commission'sportion of the 1987
and 1991 issues being refunded. There were no savings to the
Commission for thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
the Jefferson County School District Finance Corporation to par-
tially refund a1990 and a1991 issue. The Commission's portion of
the refunding issue was $14,606,913 maturing February 1, 1999
through February 1, 2011, and carrying interest rates from 3.800%
t04.500%. Theproceedswere placedin an escrow account to fund
the debt service requirements for the Commission's portion of the
1990 and 1991 issuesbeing refunded. Therewereno savingstothe
Commission for thisissue.

Revenuerefunding bondsdated March 1, 1998, wereissued for the
Henry County School District Finance Corporationtorefunda1990
issue. TheCommission'sportionof therefundingissuewas$534,877
maturing March 1, 1999 through March 1, 2010, and carrying
interest ratesfrom4.100%1t04.550%. Theproceedswereplacedin
an escrow account to fund the debt service requirements for the
Commission'sportion of the1990issuebeingrefunded. Therewere
no savings to the Commission for thisissue.

Revenue refunding bonds dated February 1, 1998, were issued for
the Raceland-Worthington School District Finance Corporationto
refund a 1990 issue. The Commission's portion of the refunding
issuewas$1,013,112 maturing February 1, 1999 through February
1, 2010, and carrying interest rates from 3.850% to 4.600%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1990 issue being
refunded. Therewereno savingsto the Commissionfor thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
the Montgomery County School District Finance Corporation to
partialy refund a 1991 issue. The Commission's portion of the
refundingissuewas$2,397,418 maturing June 1, 1998 through June
1, 2011, and carrying interest rates from 4.000% to 4.500%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1991 issue being
refunded. Therewereno savingsto the Commissionfor thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
theWarren County School District Finance Corporationtopartially
refund a 1991 issue. The Commission's portion of the refunding
issuewas$2,048,784 maturing April 1,1998through April 1,2011,
and carrying interest rates from 3.800% to 4.500%. The proceeds
were placed in an escrow account to fund the debt service require-
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ments for the Commission's portion of the 1991 issue being re-
funded. There were no savingsto the Commission for thisissue.

Revenuerefunding bonds dated February 15, 1998, wereissued for
the Corbin Independent School District Finance Corporation to
partialy refund a 1991 issue. The Commission's portion of the
refunding issue was $39,140 maturing April 1, 1999 through April
1, 2011, and carrying interest rates from 4.500% to 4.500%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1991 issue being
refunded. Therewereno savingsto the Commissionfor thisissue.

Revenue refunding bonds dated February 1, 1998, Series A, were
issued for the Grayson County School District Finance Corporation
to refund a 1987 issue, a 1990 issue and a 1991 issue. The
Commission's portion of the refunding issue was $1,046,204
maturing June 1, 1998 through December 1, 2011, and carrying
interest ratesfrom 4.250%104.375%. Theproceedswereplacedin
an escrow account to fund the debt service requirements for the
Commission's portion of the 1987, 1990 and 1991 issues being
refunded. Therewereno savingsto the Commissionfor thisissue.

Revenue refunding bonds dated February 1, 1998, Series B, were
issued for the Grayson County School District Finance Corporation
to partially refund 21990 issue. The Commission’s portion of the
refunding issue was $1,570,000 maturing January 1, 1999 through
January 1, 2010, and carryinginterest ratesfrom4.150%1t04.300%.
The proceeds were placed in an escrow account to fund the debt
servicerequirementsfor the Commission'sportion of the 1990issue
being refunded. Therewere no savingsto the Commission for this
issue.

Revenue refunding bonds dated February 1, 1998, wereissued for
the Gallatin County School District Finance Corporation to par-
tially refund a 1991 issue. The Commission's portion of the
refunding issue was $288,734 maturing June 1, 1998 through
December 1, 2010, and carrying interest rates from 3.700% to
4.450%. Theproceedswereplacedinanescrow accounttofundthe
debt servicerequirementsfor the Commission'sportion of the 1991
issuebeingrefunded. Therewereno savingstothe Commissionfor
thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
the Leslie County School District Finance Corporation to refund a
1991 issue. The Commission's portion of the refunding issue was
$2,249,520 maturing May 1, 1998 through May 1, 2011, and
carryinginterest ratesfrom 4.000%to 4.500%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1991 issue being refunded.
There were no savings to the Commission for thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for

the Lewis County School District Finance Corporation to refund a
1989issue, a1990issueanda1991issue. TheCommission'sportion
of the refunding issue was $1,637,503 maturing May 1, 1998
through November 1, 2010, and carryinginterest ratesfrom 3.650%
t04.500%. Theproceedswere placedinan escrow account to fund
the debt service requirements for the Commission's portion of the
1989, 1990 and 1991 issuesbeing refunded. Therewereno savings
to the Commission for thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
the Nelson County School District Finance Corporation to refund
a1989issue, and partially refund 1991 i ssuesdated May, 1991 and
December, 1991. TheCommission'sportion of therefundingissue
was $2,513,686 maturing June 1, 1998 through December 1, 2011,
and carrying interest rates from 4.000% to 4.625%. The proceeds
were placed in an escrow account to fund the debt service require-
ments for the Commission's portion of the 1989 and 1991 issues
being refunded. Therewere no savingsto the Commission for this
issue.

Revenue refunding bonds dated February 1, 1998, wereissued for
the Pike County School District Finance Corporation to refund a
1990 issue. The Commission's portion of the refunding issue was
$1,733,439 maturing June 1, 1998 through December 1, 2009, and
carryinginterest ratesfrom 1.000%to 4.650%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1990 issue being refunded.
There were no savings to the Commission for thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
theWayne County School District Finance Corporationto partially
refund a 1991 issue. The Commission's portion of the refunding
issuewas$495,054 maturing June 1, 1998through Junel, 2011, and
carryinginterest ratesfrom 4.000%to 4.500%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1991 issue being refunded.
There were no savingsto the Commission for thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
the Williamstown Independent School District Finance Corpora-
tionto partially refund a1991 issue. The Commission's portion of
the refunding issue was $193,155 maturing May 1, 1998 through
May 1,2011, and carryinginterest ratesfrom4.100%t04.600%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1991 issue being
refunded. Therewereno savingsto the Commissionfor thisissue.

Revenue refunding bonds dated February 1, 1998, wereissued for
the Owen County School District Finance Corporation to refund a
1986 issue and partially refund a 1990 issue. The Commission's
portion of therefundingissuewas$1,321,011 maturing June 1, 1998
through December 1, 2009, and carryinginterest ratesfrom 3.750%
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t04.400%. Theproceedswere placedin an escrow account to fund
the debt service requirements for the Commission's portion of the
1986 and 1990 issuesbeing refunded. Therewereno savingstothe
Commission for thisissue.

Revenue refunding bonds dated April 1, 1998, wereissued for the
Jessamine County School District Finance Corporationto refund a
1991 issue. The Commission's portion of the refunding issue was
$1,033,065 maturing June 1, 1998 through June 1, 2011, and
carryinginterest ratesfrom 1.000%to 4.750%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1991 issue being refunded.
There were no savings to the Commission for thisissue.

Revenuerefunding bondsdated March 1, 1998, wereissued for the
Calloway County School District Finance Corporation to refund a
1988 issue and a 1990 issue. The Commission's portion of the
refunding issue was $2,235,000 maturing October 1, 1998 through
October 1, 2009, and carryinginterest ratesfrom 3.900%t04.700%.
The proceeds were placed in an escrow account to fund the debt
serviceregquirementsfor the Commission's portion of the 1988 and
1990issuesbeing refunded. Therewereno savingstothe Commis-
sionfor thisissue.

Revenuerefunding bondsdated March 1, 1998, wereissued for the
Dayton Independent School District Finance Corporationto refund
a1989andal1991issue. The Commission'sportion of therefunding
issuewas$753,963 maturing September 1, 1998 through September
1, 2010, and carrying interest rates from 3.900% to 4.650%. The
proceedswere placed in an escrow account to fund the debt service
reguirements for the Commission's portion of the 1989 and 1991
issues being refunded. Therewere no savings to the Commission
for thisissue.

Revenuerefunding bondsdated March 1, 1998, wereissued for the
McLean County School District Finance Corporation to refund a
1989 issue. The Commission's portion of the refunding issue was
$1,270,000 maturing July 1, 1998 through July 1, 2009, and
carryinginterest ratesfrom 3.900%to 4.500%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1989 issue being refunded.
There were no savings to the Commission for thisissue.

Revenuerefunding bondsdated March 1, 1998, wereissued for the
Ludlow Independent School District Finance Corporationtorefund
a1989issue. The Commission'sportion of therefunding issuewas
$320,787 maturing December 1, 1998 through December 1, 2009,
and carrying interest rates from 4.000% to 4.500%. The proceeds
were placed in an escrow account to fund the debt service require-
ments for the Commission's portion of the 1989 issue being re-
funded. Therewere no savingsto the Commission for thisissue.

Revenuerefunding bondsdated March 1, 1998, wereissued for the

Simpson County School District Finance Corporation to refund a
1988 issue and partially refund a 1991 issue. The Commission's
portion of the refunding issuewas $1,029,462 maturing January 1,
1999 through January 1, 2011, and carrying interest rates from
4.200%1t04.600%. The proceedswereplacedinanescrow account
to fund the debt servicerequirementsfor the Commission'sportion
of the 1988 and 1991 issuesbeing refunded. Therewereno savings
to the Commission for thisissue.

Revenuerefunding bondsdated March 1, 1998, wereissued for the
Woodford County School District Finance Corporationtorefund a
1987 issue and partialy refund 1990 and 1991 issues. The
Commission'sportionof therefundingissuewas$2,433,465 matur-
ing August 1, 1998 through August 1, 2010, and carrying interest
ratesfrom 1.000%t04.300%. Theproceedswereplacedinanescrow
account tofund the debt servicerequirementsfor the Commission's
portion of the 1987, 1990 and 1991 issues being refunded. There
were no savingsto the Commission for thisissue.

Revenue refunding bonds dated April 1, 1998, wereissued for the
Butler County School District Finance Corporation to partially
refund a 1991 issue. The Commission's portion of the refunding
issuewas$889,514 maturingMarch 1, 1999throughMarch 1, 2011,
and carrying interest rates from 4.100% to 4.600%. The proceeds
were placed in an escrow account to fund the debt service require-
ments for the Commission's portion of the 1991 issue being re-
funded. Therewere no savingsto the Commission for thisissue.

Revenue refunding bonds dated May 1, 1998, were issued for the
Martin County School District Finance Corporation to refund a
1990 issue. The Commission's portion of the refunding issue was
$3,492,970 maturing September 1, 1998 through September 1,
2009, and carrying interest rates from 1.000% to 4.500%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1990 issue being
refunded. Therewereno savingsto the Commissionfor thisissue.

Revenue refunding bonds dated April 1, 1998, wereissued for the
Carter County School District Finance Corporation to partialy
refund a1990issue, a1991 issue. The Commission'sportion of the
refundingissuewas$1,622,847 maturingMay 1, 1999 throughMay
1, 2011, and carrying interest rates from 4.300% to 4.600%. The
proceedswere placed in an escrow account to fund the debt service
requirements for the Commission's portion of the 1990 and 1991
issuesbeing refunded. Therewereno savingstotheCommissionfor
thisissue.

Revenue refunding bonds dated May 1, 1998, were issued for the
Floyd County School District Finance Corportation to refund a
1988 issue, a 1989 issue, a June 1990 issue and December 1990
issue. The Commission's portion of the refunding issue was
$12,875,000 maturing December 1, 1998 through December 1,
2009, and carrying interest rates from 1.000% to 5.000%. The
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proceedswere placed in an escrow account to fund the debt service
reguirements for the Commission’s portion of the 1988, 1989 and
1990issuesbeing refunded. Therewereno savingstothe Commis-
sionfor thisissue.

Revenue refunding bonds dated May 1, 1998, were issued for the
Laurel County School District Finance Corporation to partially
refund a 1991 issue. The Commission's portion of the refunding
issue was $3,770,054 maturing March 1, 1999 through March 1,
2011, and carrying interest rates from 3.900% to 4.600%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1991 issue being
refunded. Therewereno savingsto the Commissionfor thisissue.

Revenue refunding bonds dated May 1, 1998, were issued for the
Pendleton County School District Finance Corporationto partially
refund 1989 and 1991 issues. The Commission's portion of the
refunding issue was $705,259 maturing August 1, 1998 through
August 1, 2010, and carrying interest ratesfrom 3.800%t0 4.500%.
The proceeds were placed in an escrow account to fund the debt
servicereguirementsfor the Commission's portion of the 1989 and
1991 issuesbeingrefunded. Therewereno savingstothe Commis-
sionfor thisissue.

Revenue refunding bonds dated May 1, 1998, were issued for the
Taylor County School District Finance Corporation to refund a
1989 and 1991 issues. The Commission's portion of the refunding
issue was $719,310 maturing August 1, 1998 through August 1,
2010, and carrying interest rates from 4.050% to 4.500%. The
proceedswere placed in an escrow account to fund the debt service
reguirements for the Commission's portion of the 1989 and 1991
issuesbeing refunded. Therewereno savingstothe Commissionfor
thisissue.

Revenue refunding bonds dated May 1, 1998, were issued for the
Russell County School District Finance Corporation to refund a
1989 issue. The Commission's portion of the refunding issue was
$925,000 maturing Junel, 1999 through June 1, 2009, and carrying
interest ratesfrom 3.950%104.500%. Theproceedswereplacedin
an escrow account to fund the debt service requirements for the
Commission'sportion of the1989issuebeingrefunded. Therewere
no savings to the Commission for thisissue.

Revenue refunding bonds dated May 1, 1998, were issued for the
Bell County School District Finance Corporationto partially refund
al1991issue. The Commission'sportion of therefunding issuewas
$1,431,083 maturing September 1, 1998 through September 1,
2011, and carrying interest rates from 4.150% to 4.650%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1991 issue being
refunded. Therewereno savingsto the Commissionfor thisissue.
Revenue refunding bonds dated May 1, 1998, were issued for the

Hopkins County School District Finance Corporation to partially
refund a 1989 issue. The Commission's portion of the refunding
issue was $409,783 maturing August 1, 1998 through August 1,
2009, and carrying interest rates from 4.100% to 4.350%. The
proceedswere placed in an escrow account to fund the debt service
reguirementsfor the Commission's portion of the 1989 issue being
refunded. Therewereno savingsto the Commissionfor thisissue.

Revenue refunding bonds dated June 1, 1998, were issued for the
Anchorage Independent School District Finance Corporation to
refund a 1991 issue. The Commission's portion of the refunding
issuewas$168,587 maturing June 1, 1999through Junel, 2011, and
carryinginterest ratesfrom 3.900%to 4.400%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1991 issue being refunded.
There were no savings to the Commission for thisissue.

Revenue refunding bonds dated June 1, 1998, were issued for the
Logan County School District Finance Corporation to refund a
February 1987issue, aMarch 1987 issueand partially refunda1990
issue. The Commission's portion of the refunding issue was
$4,218,833 maturing February 1, 1999 through February 1, 2010,
and carrying interest rates from 1.000% to 4.125%. The proceeds
were placed in an escrow account to fund the debt service require-
ments for the Commission's portion of the 1987 and 1990 issues
being refunded. Therewere no savingsto the Commission for this
issue.

Revenue refunding bonds dated June 1, 1998, were issued for the
McCreary County School District Finance Corporationtorefund a
1991 issue. The Commission's portion of the refunding issue was
$2,434,540 maturing October 1, 1998 through October 1, 2010, and
carryinginterest ratesfrom 4.125%to 4.450%. The proceedswere
placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1991 issue being refunded.
There were no savings to the Commission for thisissue.

Revenue refunding bonds dated June 1, 1998, were issued for the
Daviess County School District Finance Corporation to partially
refund a1989issueand a1991 issue. The Commission'sportion of
the refunding issue was $4,545,280 maturing June 1, 1999 through
Junel, 2011, andcarryinginterest ratesfrom 3.800%t04.400%. The
proceedswere placed in an escrow account to fund the debt service
regquirements for the Commission's portion of the 1989 and 1991
issuesbeing refunded. Therewereno savingstotheCommissionfor
thisissue.

Revenue refunding bonds dated July 1, 1998, were issued for the
Bardstown Independent School District Finance Corporation to
refund a 1992 issue. The Commission's portion of the refunding
issuewas$401,203 maturingMay 1, 1999throughMay 1,2012, and
carryinginterest ratesfrom 4.500%to 4.500%. The proceedswere

67



COMMONWEALTH OF KENTUCKY
Notes to Combined Financial Statements
June 30, 1998

placed in an escrow account to fund the debt service requirements
for the Commission's portion of the 1992 issue being refunded.
There were no savings to the Commission for thisissue.

Revenue refunding bonds dated July 1, 1998, were issued for the
Elliott County School District Finance Corporationtorefunda1989
issueand a1990issue. The Commission'sportion of therefunding
issuewas$1,608,689 maturing November 1, 1998 through Novem-
ber 1, 2009, and carryinginterest ratesfrom 3.750%1t04.400%. The
proceedswere placed in an escrow account to fund the debt service
regquirements for the Commission's portion of the 1989 and 1990
issuesbeing refunded. Therewereno savingstotheCommissionfor
thisissue.

Revenue refunding bonds dated July 1, 1998, were issued for the
LarueCounty School District Finance Corporationtorefund a1992
issue. TheCommission'sportionof therefundingissuewas$680,991
maturing October 1, 1998 through October 1, 2012, and carrying
interest ratesfrom 4.400%104.400%. Theproceedswereplacedin
an escrow account to fund the debt service requirements for the
Commission'sportion of the1992issuebeingrefunded. Therewere
no savings to the Commission for thisissue.

Component Units

The University of Kentucky issued $4,695,000 Consolidated Edu-
cational Buildings Revenue Refunding Bonds, Series M (Second
Series), dated June 1, 1998. The net proceeds of this issued were
$4,611,756 after discountsand cost of issuance of $83,244. Thenet
proceedswere placedinan escrow account to providefor all future
debt service requirements on the Series M bonds being defeased.
The Univerisity had an economic gain of $173,000.

Eastern Kentucky University issued $7,750,000 Consolidatded
Education Buildings Refunding Revenue Bonds, Series S, dated
January 1,1998. Thenet proceedsof thisissuewere$7,583,706 after
discountsand cost of issuance of $166,294. The net proceedswere
placed in an escrow account to provide for the debt service of the
portionsof the SeriesN and SeriesO bondsbeing refunded. Thenet
savings (reduction in cash flow) for the Refunding Bonds will be
$792,368 The present valueis $590,975 at arate of 4.3851%.

Eastern K entucky University i ssued $8,895,000 Consolidated Edu-
cation BuildingsRefunding RevenueBonds, Series T dated January
1, 1998. The net proceeds of this issue were $8,695,310 after
discountsand cost of issuance of $199,690. The net proceedswere
placed in an escrow account to provide for the debt service for the
portions of the Series P Bonds being refunded. The net savings
(reductionincashflow) for the Refunding Bondswill be $846,601.
The present value is $619,231 at arate of 4.3851%.

Kentucky Infrastructure Authority issued $28,775,000 Infrastruc-
ture Revolving Fund Program Revenue and Revenue Refunding

Bonds, 1997 SeriesL . Thenet proceedsof thisissuewere$28,596,751,
after premium, discount and cost of issuance of $178,249.
$25,206,502 of the proceeds were placed in an escrow account to
advance refund 1989, Series A; 1991 Series C; and 1991 SeriesE;
and 1992 Series G bonds. The remaining $3,390,249 was used to
fund new projects. The net savings (reductionin cash flow) for the
Refunding Bonds will be $1,910,040. The present value is
$1,375,353 at arate of 5.9070%.

Kentucky Infrastructure Authority issued $3,765,000 Wastewater
Revolving Fund Program Revenue Refunding Bonds, 1998 Series
E. Thenet proceedsof thisissuewere$3,538,809, discount and cost
of issuanceof $226,191. Thenet proceedswereplacedinanescrow
account to advance refund 1992, Series A bonds. The net savings
(reductionincashflow) for the Refunding Bondswill be $180,696.
The present value is $138,340 at arate of 4.1050%.

Kentucky Infrastructure Authority issued $3,240,000 Governmen-
tal Agencies Program Revenue and Revenue Refunding Bonds,
1998 Seriesl. Thenew proceedsof thisissuewere$3,166,242, after
premium, discount and cost of issuance of $73,758. $2,000,000 of
the proceeds were placed in an escrow account to advance refund
1991, SeriesD bonds. Theremaining $1,166,242 was used to fund
new projects. The net savings (reduction in cash flow) for the
Refunding Bondswill be $85,373. The present valueis$62,038 at
rate of 5.9084%.

Note 14

RELATED ORGANIZATIONS

TheCommonwealthhasseveral rel ated organizations. Thefinancial
activities of these organizations are not included in the State's
financial statements. They aretheEast Kentucky Corporation, West
Kentucky Corporation, West Kentucky Economic Development
Fund, Northern Kentucky Convention Center Corporation,
Kentucky Employer'sMutual InsuranceAuthority andthelnterstate
Air Pollution Control Commission. The Commonwealth holdsno
economic interest in, nor has any financial responsibility for these
organizations.

Note 15

LONG-TERM OBLIGATIONS

General Obligation Bondsareissuedthroughthe State Property and
Buildings Commission, subject to genera referendum approval
reguired by the Kentucky Constitution. General obligation bonds
pledgethefull faith, credit, and taxing power of the Commonwealth
and denoteapplication of specificor general tax revenuestoprovide
payment of principal andinterest requirementsonthedebt. Nonew
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issues of this type have been issued since 1965, and none are
outstanding or authorized but unissued at June 30, 1998.

RevenueBonds- General authorizationfor theuseof revenuebonds
is contained in Chapter 58 of the Kentucky Revised Statutes.
Specific authority is contained in the legislation and related KRS
chapterscreating and empowering thevariousdebt issuing entities.
Reference to such legislation and laws is made throughout the
following entity descriptions. EffectiveJuly 15, 1980, KRS56.870
requiresprior approval of debt financing projects by the Kentucky
General Assembly sittinginregular or special sessions. Succeeding
statutes establish the methodsfor thisapproval and the exemptions
fromit. Themgority of new debt issues are approved through the
appropriationact. Per KRS56.873, effective July 15, 1980, revenue
bondshaving passed the abovemechanisms, and not requiring State
appropriations, must receive an “A” rating by Moody’s Investors
Serviceor the equivalent rating by another qualified rating agency
prior totheir sale.

Project revenue debt pledges only the revenues produced by the
project so funded as security for repayment and does not directly
obligatethe Commonwealth. Kentucky’ sproject revenuedebt may
befurther classified by the purposeof thedebt. Revenuedebtissued
by the Kentucky Housing Corporation, Kentucky Infrastructure
Authority, Kentucky Higher Education Student L oan Corporation,
Kentucky Economic Development Finance Authority, Kentucky

The agencies and authorities that issue debt and their respective
amounts of principal outstanding, net of discounts and defeased
bonds, at June 30, 1998, are as follows (Expressed in Thousands):

Local Correctional Facilities Construction Authority, Kentucky
Agricultural Finance Corporation, and Kentucky School Facilities
Construction Commission is used as a financing mechanism for
activitiesandfacilitiesnot used directly for Statepurposes. Thetax-
exempt status of such “municipal debt,” whether issued by State or
local governments, is used to provide financing for entities unable
to bear the costs of private financing when the General Assembly
deemssuch entitiesworthy of publicassistance. Theother category
of revenue debt finances facilities used directly by State Govern-
ment in daily activities such asroads, parks, office buildings, and
educational facilities. The primary distinction between these cat-
egoriesisthat the first type, with the exceptions of the Kentucky
School Facilities Construction Commission, which succeeds the
Kentucky School Building Authority, andtheK entucky I nfrastruc-
ture A uthority, which succeedsthe K entucky Pollution Abatement
and Water Resources Finance Authority, requiresno State funds of
any typeto provide* debt service,” principal and interest payments
on the debt. The School Facilities Construction Commission
supplements funds provided by local governments and school
boards in varying percentages for debt service. The Kentucky
Infrastructure Authority may accept appropriations made by the
General Assembly, in addition to State and Federal grants, related
tothepurposesforwhichitwascreated. Thisdistinctionisimportant
inanalyzing thetruelevel of “State” debt and the “burden” of that
debt on State resource.

Genera Long-Term Obligations Principal Interest Annual
Account Group Outstanding Rate Maturity To
Agency:
State Property & Buildings
Commission $ 1,006,866 2.4%-9.84% 2018
Turnpike Auth. of Kentucky 1,303,416 4.46%-9.7% 2015
Kentucky School Facilities
Construction Commission $ 1,430,303
Less: Local school district
participation 907,152 523,151 2.2% - 8.25% 2018
Total $ 2,833,433
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Future revenue bond debt service requirements, to be paid with
Sate funds, at June 30, 1998, are as follows (Expressed in Thou-

sands):
Y ear Ending June 30, Principal Interest Totals
1999 $ 192,090 $ 153,356 $ 345,446
2000 202,013 143,013 345,026
2001 191,691 140,925 332,616
2002 197,566 126,690 324,256
2003 221,657 131,124 352,781
Thereafter 1,828,416 631,927 2,460,343
$ 2,833,433 $ 1,327,035 $ 4,160,468
_ Principal Interest Annual Maturity
Component Unit Revenue Bonds Payable Outstanding Rate To
Kentucky Housing Corporation* $ 887,239 3.7%-9.0% 2031
Kentucky Infrastructure Authority* 190,920 3.0%-8.4% 2018
Kentucky Higher Education Student Loan Corporation 423,735 4.4%-9.25% 2027
Kentucky Local Correctional Facilities Construction Authority* 39,300 4.25%-5.5% 2014
Kentucky Economic Development Finance Authority 72,124 5.4% 1999
University of Kentucky 207,647 3.875%-7.25% 2025
University of Louisville 170,579 3.0%-10.0% 2018
Eastern Kentucky University 58,680 3.0%-6.6% 2011
Western Kentucky University 53,488 2.6%-7.4% 2025
Murray State University 22,012 2.88%-7.25% 2017
Morehead State University 29,395 2.875%-7.15% 2014
Kentucky State University 20,255 3.0%-9.0% 2014
Northern Kentucky University 50,985 3.0%-8.3% 2021
Kentucky Community and Technical College System 95,770 3.0%-7.2% 2011
Total Component Unit Revenue Bonds Payable $ 2,322,129

* Amounts include unamortized premiums, discounts,
or deferred loss or early retirement of debt.
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Futurerevenue bond debt servicerequirementsfor bondsissued
by the Commonweal th's Component Units, at June 30, 1998, are
as follows (amounts expressed in thousands):

Y ear Ending June 30, Principal Interest Totals

1999 $ 183,722 $ 126,272 $ 309,994
2000 127,311 117,673 244,984
2001 117,360 112,407 229,767
2002 129,169 106,007 235,176
2003 126,737 97,430 224,167
Thereafter 1,637,830 911,778 2,549,608

$ 2,322,129 $ 1,471,567 $ 3,793,696

During thefiscal year ended June 30, 1998, thedebt issuing entities
described below sold revenue and revenue refunding bonds as
follows:

The Kentucky State Property and Buildings Commission iscom-
posed of the Governor, Lieutenant Governor, Attorney General, Sec-
retary of the Finance and Administration Cabinet, Secretary of the
Revenue Cabinet, and Secretary of the Economic Devel opment (for-
merly Commerce) Cabinet. The Commission is an independent
agency of theCommonweal th created by KRS56.450 and empowered
upon application of any State agency to issue bondsin its own name
to pay the costsof acquiringland and equipment, and theconstruction
and equipping of buildings for the occupancy and/or use of said
agencies.

During thefiscal year ended June 30, 1998, the Commission issued
$47,730,000in Revenueand Revenue Refunding Bondsasfollows:

$44,110,000, Project 60, arevenueand revenuerefunding issuewith
$41,705,000in serial bondsmaturing each October 1, 1998 through
2012, at 3.7%t0 5.55%, and $2,405,000 in term bonds due Octaober
1, 2017, at 5.1%;and

$3,620,000, Project 61, arevenuerefundingissuematuring serially
each October 1, 1998 through 2007, at 4.0% to 4.8%

The Turnpike Authority of Kentucky was created in the 1960
regular session of the General Assembly under present KRSsections
175.410 through 175.990 as a body corporate and politic consti-
tuting a municipal corporation, political subdivision, and instru-
mentality of the Commonwealth. The Authority iscomposed of the
Governor, Lieutenant Governor, Attorney General, Secretary of
Transportation, Commissioner of Highways, StateHighway Engi-
neer, and Secretary of Economic Development. The Secretary of the
Finance and Administration Cabinet currently serves as the
Authority’ sTreasurer.

TheAuthority issued no bondsduring thefiscal year ended June 30,
1998.

State Universities - The Board of Trustees of the University of
Kentucky andthe Boardsof Regentsof theUniversity of Louisville,
Eastern Kentucky University, Western Kentucky University, Murray
StateUniversity, Morehead State University, Kentucky State Uni-
versity, and Northern Kentucky University are authorized under
KRS 56.495 to issue debt for the purpose of constructing educa-
tional buildingsand housing and dining facilities. 1naddition, the
University of Louisvilleisspecifically authorized toissue debt for
educational buildings under KRS 64.860 but is limited to $16
million of refunding debt.

Duringthefiscal year ended June 30, 1998, state supported univer-

sitiesissued $27,540,000 in revenue and refunding revenue bonds
asfollows:

$6,200,000, University of Kentucky, Consolidated Educational
BuildingsRevenueBonds, SeriesP, maturing serially eachMay 1,
1999 through 2018 at 4.6% to 4.75%;

$4,695,000, University of Kentucky, Consolidated Educational
Buildings Refunding Revenue Bonds, Series M (second series),
maturing serially each May 1, 1999 through 2011, at 4.25% to
4.6%;

$7,750,000, Eastern Kentucky University, Consolidated Educa-
tional Buildings Refunding Revenue Bonds, Series S, maturing
serially each May 1, 1998 through 2011, at 3.5% to 4.35%; and

$8,895,000, Eastern Kentucky University, Consolidated Educa-
tional Buildings Refunding Revenue Bonds, Series T, maturing
serially each May 1, 1998 through 2011 at 3.5% to 4.35%.

The Kentucky Housing Corporation, established in 1972 under
KRS Chapter 198A, is a municipal corporation and political
subdivision of the Commonweal th governed by aboard of directors
comprised of the Secretary of the Finance and Administration
Cabinet, Commissioner of the Department of Local Government,
Secretary of the Revenue Cabinet, Attorney General, Secretary of
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the Economic Development Cabinet, Lieutenant Governor, and
eight additional membersappointed by the Governor. The Corpo-
ration is authorized to increase the supply of housing for persons
of lower income by making or participatingininsured construction
loans, and making or participating ininsured mortgagel oanswhen
financing is not available from private lenders under reasonably
equivalent terms and conditions. The Corporationislimited to a
$2.125 billiontotal maximum principal val ue of debt outstanding.

During thefiscal year ended June 30, 1998, the Corporation issued or
remarketed $76,385,000 in Housing Revenue Bonds as follows:

$22,550,000, 1997 Series D, a replacement refunding issue with
$1,330,000 in serial bonds maturing semiannually each January 1
and July 1, 2008 through 2010, at 5.0% to 5.25%, and term
maturitiesof $5,205,000dueJuly 1, 2018, at 5.55% and $16,015,000
due July 1, 2030, at 5.6%;

$5,340,000, 1997 SeriesE, areplacement refunding i ssuematuring
serially each January 1 and July 1, 1999 through January 1, 2008,
at 4.0 to 5.4%; and

$8,495,000, 1997 F, a replacement refunding issue with term
maturities including $830,000 due July 1, 2013, at 5.45%,
$2,790,000due January 1, 2021, at 4.95%, $2,875,000 due January
1, 2028, at 5.70%, and $2,000,000 due July 1, 2028, at 5.7%;

$10,845,000 Housing Revenue Bonds, 1998 Series A, with
$8,020,000 in annual serial maturities each July 1, 1999 through
2009, at 3.8% to 4.65% and $2,825,000 in term bonds due July 1,
2017, at 5.125%;

$29,155,000 Housing Revenue Bonds, 1998 Series B with term
maturities including $6,745,000 due July 1, 2018, at 5.3%,
$3,140,000 due January 1, 2021, at 5.0%, $215,000 due January 1,
2023, at 5.35%, $4,055,000 due July 1, 2023, at 5.35%, $3,000,000
due January 1, 2030, at 5.25%, and $12,000,000 due July 1, 2030,
at 5.25%.

TheKentuckyInfrastructure Authoritywascreated by HouseBill
217, passed into law during the 1988 regular session of the Ken-
tucky General Assembly, to assist governmental agencies of the
Statewithrespect to the construction and acquisition of infrastruc-
ture projects as defined in the legislation. Pursuant to this Act,
which amends KRS Chapter 224A, all powers, duties, and obliga-
tions of the Kentucky Pollution Abatement and Water Resources
Finance Authority, including administration of debt service on
revenue bonds previously issued by the Authority, aretransferred
totheKentucky Infrastructure Authority, whichisestablished asa
body corporate and politic, constituting a public corporation and
agovernmental agency and instrumentality of the State.

During the fiscal year ended June 30, 1998, the Authority issued

$42,340,000 various program revenue and revenue refunding
bonds as follows:

$28,775,000, Infrastructure Revolving Fund Program Revenue
and Revenue Refunding Bonds, 1997 Series L, maturing serially
each June 1, 1998 through 2017, at 4.0% to 5.5%;

$6,560,000, Wastewater Revolving Fund Program Revenue Bonds,
1998 SeriesE, with $5,105,000in serial bonds maturing each June
1, 1999 through 2014, at 4.0% to 5.0%, and $1,455,000 in term
bonds due June 1, 2017, at 5.0%;

$3,765,000, Solid Waste Revolving Fund Program Revenue Re-
funding Bonds, 1998 SeriesE, maturing serially each Junel, 1998
through 2012, at 3.0% to 4.875%; and

$3,240,000, Governmental Agencies Program Revenue and Rev-
enue Refunding Bonds, 1998 Series |, with $2,795,000 in serial
bonds maturing each August 1, 1998 through 2014, at 3.1% to
5.0%, and $445,000 in term bonds due August 1, 2017, at 5.0%.

The Kentucky Higher Education Student Loan Corporation is
empowered by KRS Chapter 164A to make and reinsure student
loans with the United States of America, pursuant to the Federal
Higher Education Act of 1965, and asabody corporate and politic
actsasafinancingauthority to assureasecondary market forinsured
student loans. The Corporation is governed by a seven member
board of directors consisting of the Chairman of the Council on
Higher Education, the Secretary of the Financeand Administration
Cabinet, the Chairman of the Kentucky Higher Education Assis-
tance Authority, and four memberschosenfromthegeneral public.
The Corporationislimited to amaximum principal outstanding of
$553 million.

Duringthefiscal year ended June 30, 1998, the Corporationissued
$2,040,000, in Insured Student L oan Revenue Bonds dated Sep-
tember 1, 1997, asfollows:

$1,040,000, 1997 SeriesC, areplacement refundingissuewithterm
maturitiesincluding $140,000 due June 1, 1998, at 4.4%, $70,000
due June 1, 1999, at 4.75%, $50,000 due December 1, 1999, at
4.75%, $135,000 due June 1, 2000, at 5.0%, and $645,000 due June
1, 2002, at 5.15%;and

$1,000,000, 1997 SeriesD, areplacement refunding issuewithterm
bonds due June 1, 2003, at 5.4%.

The Kentucky Local Correctional Facilities Construction Au-
thority is a body corporate and politic as well as an agency and
instrumentality of the Commonwealth created in 1982 pursuant to
KRS 441.605 through 441.695, asamended, to provide additional
and alternative methods for acquiring, constructing, improving or
repairing, and financing both regional and local jail facilities.

TheAuthority issued nobondsduring theyear ended June 30, 1998.
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The Kentucky School Facilities Construction Commission was
created by act of the 1985 Extraordinary Session of the Kentucky
General Assembly as the successor agency tothe Kentucky School
Building Authority (KSBA) and empowered pursuant to KRS
157.640withall rightsof successorship necessary toassureall legal
and contractual functions and liabilities associated with the out-
standing bonds issued in the name of the Authority, including
refunding of then existing Authority debt. The Commissionisan
independent corporate agency and instrumentality of the Com-
monwealth pursuant to KRS 157.611 through 157.640 and
empowered thereinto: (1) act on behalf of local school districtsto
issue bondsin the name of the Commission and to enter into |ease
agreementswithlocal boards of education to finance construction
of new facilitiesor major renovation of existingfacilities; (2) enter
into agreements which may provide for a percentage discount, on
abiennially renewable basis, of annual |ease agreements due the
Commissionfor thosedistrictswhich participate; and (3) enter into
| ease agreementswith the Department of Educationto build State-
owned facilities operated by the Department of Education.

During the fiscal year ended June 30, 1998, the Commission sold
one hundred eighteen (118) school building revenue and revenue
refunding bond issues having aggregate state participation of
$163,605,121 maturing through June 1, 2018, at interest rates of
1.0%105.9%. Duetothelength of thelisting, thereader isreferred
to the detail Schedule of Bonds Outstanding at June 30, 1998,
which is contained in the publication titled SUPPLEMENTARY

INFORMATION to the Kentucky Comprehensive Annual Finan-

cial Report for theFiscal Y ear Ended June 30, 1998. Copiesof this
report are available from the Division of Accounts, Financial

Reporting Branch, 483 Capitol Annex, Frankfort, Kentucky 40601.

The Kentucky Agricultural Finance Corporation is a public
corporation and governmental agency of the Commonwealth es-
tablished by Act of the 1984 General Assembly for the purpose of
“improvingand promoting theheal th, welfare, and prosperity of the
people of the Commonwealth through the stimulation of existing
agricultural ventures.” The Authority'sbond program isdesigned
to help lender banks and other financial institutions assist eligible
farmersin obtaining low interest loansthrough theissuance of tax-
exempt agricultural revenue bonds. The Authority's debt doesnot
constitute alegal or moral obligation of the Commonwealth, and
this debt is not included in these general purpose financial state-
ments.

The Corporation issued no bonds during the year ended June 30,
1998.

TheKentucky Economic Development Finance Authority estab-
lished in 1958 under KRS Chapter 154, is an independent agency
of Commonwealth which operates in close cooperation with the
Secretary of the Economic Development Cabinet to promote the
industrial development of Kentucky.

The Authority issued no revenue bonds that constitute a legal
obligation of the Commonwealth during thefiscal year ended June
30, 1998.

Duringthissamereporting period, KEDFA isaparty to$127,750,000
in conduit debt which does not constitute ageneral debt, liahility,
or moral obligation of the Commonwealth. Accordingly, these
general purpose financial statements do not include any assets or
liabilities related to the issuance of this debt.

NOTESPAYABLE:

At June 30, 1998, the following entities had notes payable as
follows:

The Kentucky Asset/Liability Commission, created by House Bill
5 enacted by the 1997 Extraordinary Session of the Kentucky
General Assembly, devel opspoliciesand strategiesto minimizethe
impact of fluctuatinginterest ratesonthe Commonweal th'sinterest-
sensitive assets and liabilities. It is authorized to issue tax and
revenue anticipation notes, project notes and funding notes. Tax
andrevenuenotesareto beused for the purposeof providing monies
to discharge expenditure demands in anticipation of revenues and
taxesto be collected during the fiscal year. Project notesareto be
used for authorized projects upon request of the Finance and
Administration Cabinet, to berepaid through financing agreements
or aternative agreements. Funding notes are to be used for the
purpose of funding judgements against the Commonwealth or any
state agency.

The Commission issued $200,400,000 General Fund Tax and
Revenue Anticipation Notes, 1997 Series A, dated July 10, 1997,
which matured June 25, 1998, at 4.5%.

TheCommissional soauthorized $157,000,000 Project Notes, 1998
General Fund Series. $72,416,000 Series A Noteswere issued and
$2,416,000 redeemed during the period, | eaving year-end princi pal
outstanding of $70,000,000, maturing June 30, 2001, at initial
interest of 3.65% to 3.7%. $2,800,000 Series C Noteswereissued
and redeemed during the period. $81,784,000 remains authorized
but unissued at year-end.

The Kentucky Housing Corporation issued $39,260,000 in 1998
SeriesCHousing RevenueNotesdated June 1, 1998, closed June 25,
1998, and due July 1, 1999, at 3.7%

The Kentucky I nfrastructure Authority issued $3,700,000 Gov-
ernmental Agencies Program Revenue Bond Anticipation Notes,
1997 Series B, dated September 3, 1997, with an initial weekly
interest rate of 3.65%, and matured June 30, 1998.

The Authority also issued $7,300,000 Governmental Agencies
Program Revenue Bond Anticipation Notes, 1998 Series A, dated
June 17, 1998, due June 30, 2000, at aninitial weekly interest rate
of 3.7%.

The Kentucky Lottery Corporation, on December 18, 1996, bor-
rowed $6, 787,000 to fund the renovation of real estate purchased
during theyear ended June 30, 1996, to be used asanew corporate
headquarters. The terms of the loans require monthly interest
payments beginning December 31, 1996, with an annual interest
rate of 6.66%. Principal paymentsbegan in October 1997, and are
due in sixty monthly installments.
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The University of Kentucky Healthcare Collection Service, bor-
rowed atotal of $149,000 from University of Kentucky Hospital
for acomputer system upgradeto assistitscollection process. The
$95,000 balance on this non-interest bearing note is payable in
monthly installments of $2,972.22 through February 28, 2001,
then $1,222.22 until April 30, 2001. Aggregate principal of
$35,666.64 isdue during fiscal years 1999 and 2000. $23,777.84
principal is due during fiscal year 2001.

Northern Kentucky University reported $2,361,000 in notes pay-
ablefor variousinstallment purchase contractsto acquire property
and equipment, toinclude $156,500 during fiscal 1998. Payments,
including interest, through June 30, 2002, total $2,534,000.

Murray State University borrowed $400,000 from the Common-
wealth of Kentucky Capital Constructionand Equipment Purchase
Contingency Account during 1997 to fund a portion of the
Regional Special Events Center. The note bears an effectiverate
of interest of 6.7% and the University isrequired to make annual
equal payments of principal and interest through June, 2002.

During thefiscal year ended June 30, 1998, the University entered
intoamaster |easeagreement with abank tofinanceupto $1,500,000
of expendituresfor the campus networking project. Each draw on
theagreement istreated asaseparatenote, withall duein February,

Future debt service requirements for aggregate Notes Payable at June 30,
1998, are as follows (amounts expressed in thousands):

2004. The University is required to make monthly payments of
principal and interest. The University utilized $600,000 of this
financing during the current fiscal year, with an effective interest
rate of 4.23%. The combined principal balance of these notesis
$893,109.

Morehead State University reported a$444,115 note payableto a
company, repayablein monthly installmentsof $4,904, plusinter-
est at prime (currently 8.5%), to December, 2005.

The University of Louisville Athletic Association, I ncorporated
has entered into a promissory note of $3.5 million with CSX
Transportation, Incorporated in exchange for CSX property to be
used for asports stadium. Thenoteisto be paid over twenty years
withaninterest rate of 7.5% per annum. The noteissecured by an
irrevocableletter of credit by Bank One, Kentucky, NA on behalf
of the Association. The current balance is $3,400,000.

Y ear Ending June 30, Principal Interest Totals

1999 $ 13,668 $ 4,160 $ 17,828
2000 108,285 3,847 112,132
2001 2,118 466 2,584
2002 1,722 344 2,066
2003 606 251 857
Thereafter 3,123 1,798 4,921

$ 129522 $ 10,866 $ 140,388
Changesin General Long-Term Obligations
Changesin general long-term obligations (Expressed in Thou-
sands) for thefiscal year ended June 30, 1998, are summarized
asfollows: State Judgements Unfunded

_ Supported & Employer
Compensated Capital Notes Revenue Contingent Pension
Absences Leases Payable Bonds Liabilities Contributions Totals

Balance at June 30, 1997,
as restated $ 179,725 $ 1,122 $ 3,000858 $ 198,228 $ 67,811 $ 3,447,744
Obligations Incurred 120,995 570 75,216 211,335 47,873 43,050 499,039
Obligations Retired (109,516) (635) (5,216) (378,760) (22,801) (332) (517,260)
Balanceat June 30,1998 $ 191,204 1,057 $ 70000 $ 2833433 $ 223300 $ 110529 $ 3,429,523
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Note 16

SEGMENT INFORMATION

Segment financial information for the Commonwealth’s Enter-
prise Funds for the year ended June 30, 1998, is presented below

(Expressed in Thousands):

Primary Gover nment
Enterprise Funds

Goods and Services Provided

Operating Revenues

Depreciation and Amortization
Expense

Operating Income (L0ss)

Income (Loss) Before Operating
Transfers and Extraordinary Item

Operating Transfers:
In
Out

Net Income (Loss)

Current Contributed Capital:
Contributions

Fixed Assets:

Additions
Deletions

Net Working Capital
Total Assets
Bonds and Other Long-Term
Liabilities:
Payable from Operating Revenue
and Operating Transfers-in

Total Equity

Kentucky
Lottery Industries for Insurance
State Parks Corporation the Blind Horse Park Administration Totals
Recreation and Lottery Light Equine
Lodging Operations Industry Museum Insurance
$ 44692 $ 584,989 $ 1123 % 3946 $ 310,327 $ 945,077
3,898 2,114 30 497 209 6,748
(31,837) 155,477 (1,143) (2,861) 18,838 138,474
(31,843) 180,608 (1,141) (2,861) 18,822 163,585
31,889 900 2,331 19,111 54,231
(1,285) (153,000) (9,241) (163,526)
(1,239) 27,608 (241) (530) 28,692 54,290
30,610 339 30,949
31,383 339 330 32,052
306 12 130 448
3,597 20,705 158 332 (82,716) (57,924)
163,784 452,952 1,042 15,784 581,662 1,215,224
3,266 378,764 26 197 1,475,878 1,858,131
155,500 67,349 879 14,872 (1,105,419) (866,819)
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CONDENSED STATEMENT
INFORMATION

Condensed Balance Sheet I nfor mation
for theCommonwealth'sDiscretely
Presented Component Units
(Expressedin Thousands)

Assets
Current Assets
Property, Plant and Equipment (net)
Other Assets
Total Assets

Liabilities
Current Liabilities
Capital Lease Obligations
Notes Payable
Revenue Bonds
Amounts Held in Custody for Others
Deposits and Advance Payments
Deferred Revenue
Other Liabilities
Total Liabilities

Fund Equity
Investment in Fixed Assets
Contributed Capital
Fund Balance:
Reserved for:
Encumbrances
Capital Outlay

Restricted Gifts, Grants and Contracts

Unreserved:

Designatedfor Universitiesand Colleges

Undesignated
Retained Earnings:
Reserved for:
Revenue Bond Retirement
Unreserved
Total Fund Equity
Total Liabilities and Fund Equity

Governmental Proprietary Funds
Bluegrass Kentucky Kentucky
StateSkills Housing Infrastructure
Corporation Corporation Authority Others
$ 281 $ 235610 $ 92,847 132857
2 11,659 165,003
920,903 335,077 683,484
$ 283 $ 1,168,172 $ 427,924 081,344
$ 49 3 61,316 $ 12,686 156,056
39,260 7,300
860,255 174,894 437,230
19,209
449 960,831 194,880 612495
2
104,583
(168)
169,199 136,833
38,142 233,044 127,433
(166) 207,341 233,044 368,849
$ 283 $ 1,168,172 $ 427924 $ 081344
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Universitiesand College Funds

University University
of of
Kentucky Louisville Others Totals

$ 929573 % 252150 $ 350438 $ 1,993,756
1,213,718 612,535 1,292,870 3,295,787
6,882 3,145 25,058 1,974,549
$ 2150173 % 867830 $ 1668366 $ 7,264,092
$ 20065 $ 55804 $ 46279 $ 552,655
4,797 6,953 45223 56,973
9% 3,400 3823 53,878
207,647 170,579 330,585 2,181,190
435 3142 3577
2648 1,269 6,266 10,183
11439 12938 10833 35210
57,468 8,655 5507 90,839
504,54 259598 451,658 2,984,505
978,797 433,067 823594 2,235460
104,583
1,885 10,780 5,256 17921
65,002 28,897 183318 277,217
463,739 65,298 171,263 700,300
136,156 70,190 33277 239,623
(166)
306,032
398,619
1,645,579 608,232 1,216,708 4,279,587
$ 2150173 $ 867830 $ 1668366 $ 7,264,092
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CONDENSEDSTATEMENT INFORMATION

Condensed Statement of Changes in Retained
EarningsDiscretely Presented Proprietary Funds
(Expressedin Thousands)

Kentucky Kentucky
Housing Infrastructure
Corporation Authority Others Totals
Operating Revenues $ 82,896 $ 19,230 $ 110,022 $ 212,148
Operating Expenses:
Operating and Other Expenses 69,187 13,532 145,349 228,068
Depreciation & Amortization 1,534 379 10,309 12,222
Operating Income (L 0ss) 12,175 5,319 (45,636) (28,142)
Nonoperating Revenues (Expenses) (475) 19,652 8,862 28,039
Transfers:
From Primary Government 10,742 47,249 57,991
From Component Units 3,318 3,318
To Primary Government (371) (371)
To Component Units (3,339 (3,339
Net Income (Loss) 11,700 35,713 10,083 57,496
Depreciation on Fixed Assets
Acquired by Capital Grants 5,435 5,435
Retained Earnings - July 1, 1997 195,641 197,331 248,748 641,720
Retained Earnings - June 30, 1998 $ 207341 $ 233044 $ 264266 $ 704,651
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Condensed Statement of Changesin Fund Balances
University and College Funds
(Expressed in Thousands)

Total Revenues and Other Additions

Total Expenditures and Other Deductions

Transfers from (to) Primary Government

Net Increase for Year

Fund Balance and Other Credits, Beginning, As Restated
Fund Balance and Other Credits, Ending

Condensed Statement of Current FundsRevenues, Expenditur esand Other Changes

University and College Funds
(Expressed in Thousands)

Total Revenues
Expenditures:
Education and General
Auxiliary Enterprises and Hospitals
Total Expenditures
Mandatory Transfers
Non-Mandatory Transfers
Total Expeditures and Transfers
Other Transfers
Other Additions (Deductions)
Net Increase (Decrease) in Fund Balance
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University University
of of
Kentucky Louisville Others Totals
$ 1042278 $ 307,770 % 599,304 $ 1,949,352
1,167,925 432,925 848,396 2,449,246
264,156 144,245 339,278 747,679
138,509 19,090 90,186 247,785
1,507,070 589,142 1,126,655 3,222,867
$ 1645579 $ 608232 $ 1216841 $ 3,470,652
University University
of of
Kentucky Louisville Others Totals
$ 567,121 $ 231,278 % 438,092 $ 1,236,491
521,064 332,720 666,373 1,520,157
279,284 47,751 61,995 389,030
800,348 380,471 728,368 1,909,187
27,135 15,186 43,963 86,284
10,024 13,132 11,780 34,936
837,507 408,789 784,111 2,030,407
275,706 154,829 347,800 778,335
1,162 18,053 6,422 25,637
$ 6,482 $ (4629 $ 8203 $ 10,056
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Note 17

COMMITMENTSAND CONTINGENCIES

Litigation - The Commonwealth, its units and employees are
parties to numerous legal proceedings, many of which normally
occur ingovernmental operations. Thelegal proceedingsare not,
in the opinion of the Attorney General, likely to have a material
adverse impact on the Commonwealth’s financial position.

In addition, the Commonwealth and its units are involved in
certain other legal proceedingswhich, if decided adversely to the
Commonwealth, may require the Commonwealth to make mate-
rial future expendituresfor expanded services or capital facilities
or may impair future revenue sources or may requiretherefund of
prior collections. It isneither possible to determine the outcome
of these proceedings nor to estimate the possible effects adverse
decisions may have on the future expenditures or revenue sources
of the Commonwealth.

Federal Grants- The Commonwealth receives significant finan-
cial assistancefromtheU.S. Government intheform of grantsand
Federal revenue sharing entitlements. Entitlement to these re-
sourcesisgenerally conditioned upon compliance with termsand
conditions of the grant agreements and applicable Federal regula-
tions, including the expenditure of the resources for eligible
purposes. Substantially all grants are subject to financial and
compliance audits by the grantors. Any disallowances as aresult
of these audits become a liability of the Commonwealth.

L eases - The Commonwealth has entered into various operating
leases for land and buildings. All leases contain termination
clauses providing for the cancellation after 30, 60, or 90 days
written notice to the lessors. In addition, all leases contain
appropriation clauses indicating that continuation of the lease is
subject to funding by the legislature. It is expected that in the
normal course of business most of these leaseswill be replaced by
similar leases. Primary Government expenditures for rent under
leases for the years ended June 30, 1998 and 1997, amounted to
$44.1 millionand $42.0 million, respectively. Theoperatingleases
of the Commonwealth do not contain escal ation clausesfor rental
or expense which would require adjustment to be in compliance
with GASB Statement 13.

Sick L eave- Itisthepolicy of the Commonweal thtorecordthecost
of sick leavewhenpaid. Generally, sincesick |eave(earned oneday
per month with unlimited accumulation) is paid only when an
employee is absent duetoillness, injury, or related family death,
therewasnoliability for sick leaveat June 30, 1998. Theestimated
accumulated amount of unused sick leave at that date for the
governmental and proprietary funds was $266,692,288 and
$18,281,898 respectively.

Construction Projects- The Transportation Cabinet, at June 30,
1998, has contractual commitments of approximately

$734,121,409, for the construction of numeroushighway projects.
It is anticipated that these projects will be funded with approxi-
mately 41% Statefunds, 44% Federal funds, and theremaining 15%
with proceeds from the sale of revenue bonds.

Y ear 2000 Disclosur es- TheCommonwealthis currently address-
ing year 2000 issues relating to its computer systems and other
electronic equipment. The year 2000 issue refers to the fact that
many computer programs use only the last two digitsto refer to a
year. Therefore, both 1900 and 2000 would bereferredtoas”00."
Computer programshaveto beadjustedtorecognizethedifference
between those two years or the programswill fail or create errors.
Also, someprogramsmay not beabletorecognizethat 2000isaleap
year.

The Commonwealth began its year 2000 compliance process in
1994 with anawarenesscampaigndirected at theagencies. Thiswas
followed by adetailed inventory of themainframelegacy systems.
These systems were assessed for compliance and plans for
remediation were developed. A software tool that would signifi-
cantly reducethetimeneeded to become compliant was purchased,
and the remediation process began in early 1996.

Inearly 1997, aninventory and compliance assessment was begun
for internal systems, external systems, infrastructure components,
and business facilities. Priorities were established and the most
mission critical systems were determined to reside within the
mainframelegacy systems. Plansweredevel oped that would bring
these systems and components into compliance.

All systems or components, which were identified as mission
critical, are in the phase of remediation, testing or have been
completed. Projects in the remediation and testing stage have
projected completion dates of July 1999.

Inaneffort to show duediligence, the Commonwealthwill havetwo
contracts with outside consultantsto test mission critical systems
that havealready beenremediated. Onecontract will includecode
evaluation to indicate missed code or irregular date coderoutines.
The other will include third party validation and verification of
systems. This will include a thorough test using existing or
developed datato provethe systems are accurate and will process
into and through the new millennium.

As of June 30, 1998, the Commonwealth has contracted with
vendors to provide assistance in addressing year 2000 issues
relating to its computer systems and other electronic equipment.
Theamount of thosecommitmentsis$28.5million. Inadditionthe
legislature has appropriated $6.7 million in contingency funding
for year 2000 conversion.

Because of the unprecedented nature of the year 2000 issue, its
effect and thesuccessof related remediation effortswill not befully
determinable until the year 2000 and thereafter. Management
cannot assure that the State of Kentucky is or will be year 2000
ready, that the State’'sremediation effortswill besuccessful inwhole
or in part, or that partieswith whom the State does businesswill be
successful inwholeor in part, or that parties with whom the State
does business will be year 2000 ready.
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The Commonwealth designated 95 major systems that needed to be addressed for year 2000 purposes. Of those systems, based on
assessments performed by and on behalf of the Commonwealth, 61 systems are considered year 2000 ready. The most critical of the
remaining 34 systems are grouped in the following table which revealsthe progresstoward remediation by each stage.

C=Complete
A=Needs to be Addressed
P=In Process Awareness Assessment Remediation Validation/Testing Funding Budgeted
Salesand Use Tax C C P P Yes
Business Tax C C P P Yes
Receivablesand Compliance C C P P Yes
Revenue Collections C C P P Yes
DomesticViolence C C P P Yes
Law Information C C C P Yes
TransportationLicensing

& Taxation C C P P Yes
Financial Systems Cc C P P Yes
WorkersComp. Claims C C A A Yes
Ul Employer Accts Cc C C P Yes
Payroll and Personnel C C P P Yes
Welfare Systems C C P P Yes
M edi caid Management

(External System) C C P P Yes
Local Hedlth

(External System) C C P P Federal Funds

Note 18
SUBSEQUENT EVENTS

Thedebt issuing entities of the Commonweal thissued or agreed to
admini ster Stateparticipationindebt service paymentsfor revenue
bondssold after June 30, 1998, and prior to December 30, 1998, and
reported other subsequent eventsfor the same period, asdescribed
below.

The State Property and Buildings Commission approved aReso-
[ution on August 6, 1998, that authorized the Finance and Admin-
istration Cabinet to assume all subleases related to outstanding
revenuebondsof the State Property and BuildingsCommission. As
a result, the accounting for capital lease obligations with the
Finance and Administration Cabinet will no longer be an obliga-
tion of the state supported universities, beginning with the 1998-
2000 biennial budget. The appropriations for payment of these
bond issues had been made to the Finance and Administration
Cabinet and will be paid directly by the Cabinet, and the univer-
sities will not be signing sublease agreements for the next bien-
nium. Theuniversitieswill nolonger havecapital |easeobligations
for those project revenue bonds and the Commonwealth will no
longer establish receivables for those amounts.

Morehead State University, on August 11, 1998, received notice
that Community Trust Bank intends to resign as trustee for the

Housing and Dining System Revenue Bonds. Thetrust indenture
specifies that in the event that the trustee resigns, a temporary
successor trustee may be selected by the Board of Regents. That
temporary trusteewill serveinthetrustee capacity until suchtime
asanew trusteeis selected by amajority of the bondholders. The
Board of Regentsappointed the Central Bank and Trust Company,
Lexington, Kentucky asthetemporary trusteefor the University's
Housing and Dining System Revenue Bonds until such time asa
permanent successor trustee is appointed by a majority of the
bondholders.

The Kentucky Asset/Liability Commission issued General Fund
Tax and Revenue Anticipation Notes as follows:

$200,000,000, 1998 Series A, dated July 1, 1998, the proceeds of
whichwill beused by the Commonweal th to discharge expenditure
demands on the General Fund for the fiscal year ending June 30,
1999, in anticipation of taxes and revenues to be collected during
Fiscal Y ear 1999, andto pay thecostsof issuance. TheNotesaredue
June 25, 1999, and priced to yield 3.57%, and

$100,200,000, 1998 Series B, dated September 17, 1998, the pro-
ceedsof whichwill beused asdescribedfor SeriesA, andwhichare
due June 25, 1999, and priced to yield 3.33%.
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TheCommissionalsoissued Genera Fund Project Notesasfollows:

$126,500,000, 1998 General Fund Second SeriesA, dated Novem-
ber 5, 1998, to provideinterimfinancing for certain projectsdefined
intheofficial statement in anticipation of bondsto beissued by the
State Property and Buildings Commission. These Notes are due
November 1, 1999, and priced to yield 2.95%, and

$25,000,000inadditional Project Notes, 1998 General Fund Series,
dated December 3, 1998, theproceedsof whichwill beusedthesame
asdescribed for Second SeriesA above. Refer totheNotesPayable
section of Note 15 to document that this amount falls within both
the $157,000,000 principal amount authorized under indentureand
the $81,784,000 authorized but unissued at June 30, 1998.

TheCommissionalsoauthorized Project Notes, 1998 Agency Fund
Series, inatotal amount not to exceed $110,000,000. Theproceeds
will beused by stateagenciesparticipatinginthefinancing program
to (i) provideinterimfinancingin anticipation of Bondsto beissued
by the State Property and Buildings Commission, (ii) pay aportion
of theinterest coming due on the Noteson or before June 30, 2000,
and (iii) pay the cost of issuance of the Notes. The Notes may bear
interest at theMoney Market Rate, the Daily Rate, theWeekly Rate
or the Fixed Rate asmorefully described inthe Official Statement,
but in no event shall theinterest exceed 12%. Final maturity onthe
Notesis June 30, 2002. To date, such Notes have been issued as
follows:

$15,160,000, 1998 A, a tax exempt series, to partialy fund the
expansion of Commonwealth Stadium at the University of Ken-
tucky, and

$10,100,000, 1998 B, atax exempt series subject to the alternative

TheKentuckyHousing Corporation, onJuly 1, 1998, and Septem-
ber 1, 1998, the Corporation borrowed $8,049,000 and $310,000,
respectively, from a bank line of credit. The proceeds of the
borrowings were reinvested in short-term federal agency obliga-
tions. The purpose of the borrowingsisto preserve atax-exempt
bond issuance capacity. Theborrowingsare expected to be repaid
upon the next issuance of Housing Revenue Bonds.

The Corporation aso issued $105,435,000 in Housing Revenue
Bonds, dated October 1, 1998, asfollows:

$8,205,000, 1998 SeriesD, with $835,000 in serial maturitieseach
January 1, 2000 through 2010, at 3.65% to 4.55% and term bonds
due in the amounts of $1,040,000 on July 1, 2018, at 5.0% and
$6,330,000 on July 1, 2038, at 5.125%,

$6,290,000, 1998 Series E, having term maturities of $2,585,000
dueduly 1,2017, at 4.75%and $3,705,000due July 1, 2030, at 5.0%,

$64,565,000, 1998 Series F, with $13,085,000 in serial bonds
maturing each January 1, 2000through 2010, at 3.65%t04.55%and
term bondsof $2,000,000 dueJanuary 1, 2018, at 5.0%; $12,155,000
due July 1, 2018, at 5.0%; and, $37,325,000 due July 1, 2030, at
5.0%, and

$26,375,000, 1998 Series G, all term bonds due July 1, 2019, at
5.55%.

The Kentucky Higher Education Student Loan Corporation, is-
sued $115,000,000in Student L oan Revenue Bonds, dated Septem-
ber 18, 1998, to provide funds for the acquisition, origination or
refinancing of Student Loans. These Bonds are being issued as
Auction Rate Certificates and bear interest asmorefully described
inthe Official Statement. Two Senior Serieswere sold asfollows;

Senior Series 1998 A, due May 1, 2028, and consisting of
$36,400,000, Subseries 1998 A-1 and $36,400,000, Subseries1998
A-2, and $42,200,000, Senior Series 1998 B, whichisdue May 1,
2028.

The Corporation has also entered into aForward Financing Agree-
ment Note with the Student Loan Marketing Association (SLMA)
on December 30, 1996. This note provided for advances to the
Corporation not to exceed an aggregate outstanding total of
$30,000,000. Asof June30, 1998 and 1997, therewereno advances
outstanding. Effective August 15, 1998, the Corporation terminated
the agreement with SLMA.

The Kentucky Infrastructure Authority, on December 2, 1998,
redeemed $5,400,000 of the $7,300,000 Governmental Agencies
Program Revenue Bond Anticipation Notes 1998 Series A, dated
June 17, 1998, and disclosed in the Notes Payabl e section of Note
15. Theremaining $1,900,000 principal balance of the Noteswill
be refunded by an authority bond issue during the first quarter of
calendar year 1999.

Kentucky School FacilitiesConstruction Commission administers
State participation in the debt service payments of local public
school district revenue bonds issued subsequent to June 30, 1998,
and maturing asto principal through 2018 as follows:
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COMMONWEALTH OF KENTUCKY
Notes to Combined Financial Statements

June 30, 1998

School District Sale Date Principa at Issue State Share Interest Rate
Elizabethown Independent 07/01/98 850,000 498,632 4.25-4.6%
Whitley County 07/01/98 4,420,000 2,120,374 4.5-4.625%
Madison County 07/08/98 3,085,000 2,036,654 1.0-4.2%
Garrard County 07/10/98 340,000 340,000 4.15-5.1%
Russell County 07/10/98 260,000 260,000 4.15-5.1%
Johnson County 07/14/98 1,585,000 1,585,000 3.7-4.4%
Madison County 07/14/98 3,280,000 1,596,298 4.375-4.5%
Hickman County 07/16/98 920,000 794,015 4.0-4.75%
Pulaski County 1998A 07/16/98 6,800,000 1,867,348 4.5-4.6%
Pulaski County 1998B 07/16/98 3,180,000 2,788,120 1.0-4.2%
Mercer County, 1998 A 07/22/98 1,440,000 340,354 4.7%
Mercer County, 1998 B 07/22/98 2,090,000 583,361 4.0-4.4%
Jackson County 07/23/98 885,000 526,424 3.9-4.4%
Middlesboro Independent 07/28/98 1,520,000 412,605 4.0-4.4%
Danvillelndependent 07/29/98 2,215,000 2,192,703 3.9-4.7%
Mason County 07/29/98 1,870,000 1,148,196 3.8-4.3%
Barren County 07/30/98 5,485,000 2,027,891 4.25-5.0%
Scott County 07/30/98 1,145,000 295,327 4.05-4.25%
Washington County 08/04/98 5,120,000 257,745 3.7-4.75%
Harlan County 08/10/98 62,000 62,000 4.15-5.1%
Menifee County 08/10/98 411,000 411,000 4.15-5.1%
Providencelndependent 08/10/98 131,000 131,000 4.15-5.1%
Carroll County 08/13/98 2,140,000 804,800 3.7-4.3%
Fulton County 08/20/98 1,705,000 1,258,363 3.7-4.3%
Fayette County 08/26/98 15,575,000 887,191 4.375-4.625%
Hardin County 09/02/98 15,885,000 11,746,253 3.5-4.25%
Greenup County 09/10/98 1,460,000 917,025 3.6-4.4%
Todd County 1998A 09/15/98 3,975,000 736,067 4.0-4.4%
Todd County 1998B 09/15/98 890,000 890,000 3.85-4.1%
Garrard County 09/23/98 2,760,000 880,925 3.9-4.0%
Logan County 09/30/98 990,000 673,317 3.7-4.0%
Grayson County 10/07/98 1,030,000 1,030,000 NIC 4.27%
Clinton County 10/08/98 4,380,000 2,871,956 3.5-4.1%
Monroe County 10/08/98 1,250,000 1,250,000 3.5-4.2%
Anderson County 1998A 10/13/98 1,790,000 1,790,000 3.5-4.25%
Anderson County 1998B 10/13/98 2,250,000 1,635,477 3.3-4.0%
Campbell County 10/14/98 1,150,000 1,150,000 3.6-4.3%
Raceland-Worthington Ind. 10/21/98 1,980,000 571,477 3.25-4.0%
Montgomery County 10/15/98 770,000 770,000 4.2%
Providencelndependent 10/20/98 1,050,000 452,004 3.5-4.0%
Lyon County 10/22/98 975,000 239,439 3.65-4.0%
Lincoln County 10/28/98 3,780,000 1,221,687 3.25-4.0%
Rowan County 10/28/98 315,000 315,000 4.125%
Breathitt County 11/04/98 2,520,000 1,015,412 4.0-4.25%
Henry County 11/05/98 1,280,000 403,971 3.75-4.3%
Harrison County 11/10/98 3,165,000 792,242 3.5-4.2%
Fort Thomas Independent 11/10/98 685,000 675,235 3.6-4.0%
Ballard County 11/12/98 3,865,000 1,281,105 3.25-4.0%
Livingston County 11/12/98 2,240,000 914,315 3.85-4.7%
Perry County 11/17/98 8,285,000 3,259,768 4.150%
Marshall County 11/18/98 4,640,000 1,292,898 3.5-4.1%
Pulaski County 11/18/98 9,340,000 1,859,863 4.0-4.2%
Morgan County 11/19/98 1,190,000 832,656 3.5-4.35%
Casey County 11/24/98 1,490,000 1,490,000 3.8-4.65%
Hart County 11/24/98 945,000 902,697 NIC 4.259%
Johnson County 12/01/98 3,235,000 2,664,225 3.4-4.2%
Spencer County 12/01/98 9,105,000 2,719,364 NIC 4.6325
McCracken County 12/02/98 3,535,000 2,097,829 4.0-4.1%
Edmonson County 12/08/98 1,655,000 1,064,428 NIC 4.0653%
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School District Sales Date Principal at Issue State Share Interest Rate
TrimbleCounty 12/08/98 1,345,000 527,610 3.3-3.75%
Perry County 12/09/98 3,500,000 3,040,321 3.5-4.6%
Jefferson County 12/14/98 50,050,000 14,839,542 3.1-4.5%
Henderson County 12/15/98 5,000,000 649,033 3.35-4.1%
Harrodsburg Independent 12/17/98 525,000 271,132 4.300%
Covington Independent 12/22/98 495,000 278,480 4.0-4.2%
Menifee County 01/07/99 950,000 623,838 3.9-4.875%
Franklin County 01/12/99 2,845,000 2,845,000 3.3-4.6%
Nicholas County 01/14/99 3,285,000 1,184,777 3.7-4.75%
McLean County 01/14/98 1,485,000 1,057,740 4.0-4.75%
Scott County 01/21/99 6,900,000 2,134,098 3.6-4.5%
Totals 246,749,000 $ 105,083,607

Audited financial statements for component units may be requested at the following addresses:

Bluegrass State SkillsCorporation
Capital Plaza Tower

500 Mero Street

Frankfort, Kentucky 40601

Kentucky Turnpike Authority
Room 267, Capitol Annex Building
Frankfort, Kentucky 40601

Kentucky Center for the Arts
5 Riverfront Plaza
Louisville, Kentucky 40202-2989

Kentucky Economic Development Finance Authority
Capital Plaza Tower

500 Mero Street

Frankfort, Kentucky 40601

Kentucky Higher Education Student Loan Corporation
10180 Linn Station Road

P.O. Box 24266

Louisville, Kentucky 40224-0266

Kentucky Housing Corporation
1231 Louisville Road
Frankfort, Kentucky 40601

Kentucky Retirement Systems
Perimeter Park West

1260 Louisville Road
Frankfort, Kentucky 40601

Teachers Retirement System
479 Versailles Road
Frankfort, Kentucky 40601

University of Louisville
Belknap Campus
Controller's Office
Louisville, Kentucky 40292

Western Kentucky University

Vice President for Finance and Administration
1 Big Red Way

Bowling Green, Kentucky 42101-3576

Murray State University
Financial Management and Planning
Murray, Kentucky 42071

Kentucky State University
Office of Administrative Affairs
East Main Street

Frankfort, Kentucky 40601

Kentucky L ottery Corporation
Two Paragon Centre Suite400
6040 Dutchmans Lane
Louisville, Kentucky 40205-3271

Kentucky State Fair Board

Kentucky Fair and Exposition Center
P.O. Box 37130

Louisville, Kentucky 40233-7130

Kentucky Educational Television
600 Cooper Drive
Lexington, Kentucky 40502

Kentucky Higher Education Assistance Authority

1050 U.S. 127 South, Suite 102
Frankfort, Kentucky 40601



COMMONWEALTH OF KENTUCKY
Notes to Combined Financial Statements
June 30, 1998

Audited financial statements for component units may be requested at the following addresses:

Kentucky Educational Savings Plan Trust
1050U.S.127 South, Suite 102
Frankfort, Kentucky 40601

Kentucky Infrastructure Authority
Suite 261, Capitol Annex Building
Frankfort, Kentucky 40601

Kentucky Local Correctional Facilities Construction Authority
Suite 261, Capitol Annex Building
Frankfort, Kentucky 40601

Kentucky Judicial Form Retirement System
P.O. Box 791
Frankfort, Kentucky 40602

University of Kentucky

General Accounting

371 Peterson Service Building
Lexington, Kentucky 40506-0005

Eastern Kentucky University
VicePresident for Business Affairs
521 Lancaster Avenue

Richmond, Kentucky 40475-3101

Morehead State University

Office of Accounting and Budgetary Control
202 Howell-McDowell Administration Building
Morehead, Kentucky 40351-1689

Northern Kentucky University

Office of Business Affairs

Lucas Administration Center 726
Nunn Drive

HighlandHeights, Kentucky 41099-8101

Kentucky Community Technical College System
PO Box 14092

2760 Research Park Dr.

ConventionBuilding

Lexington, Kentucky 40512-4092
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COMBINING, INDIVIDUAL FUND AND ACCOUNT GROUP
SCHEDULESAND STATEMENTS
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GENERAL FUND

The General Fund accountsfor financial resources appropriated by the General Assembly that are not required to be accounted for in
another fund.
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COMMONWEALTH OF KENTUCKY
BALANCE SHEET

GENERAL FUND

JUNE 30, 1998

(Expressed in Thousands)

ASSETS
CASH AND CASH EQUIVALENTS
INVESTMENTS, NET OF AMORTIZATION
RECEIVABLES, NET
INTERFUND RECEIVABLES
INVENTORIES

TOTAL ASSETS

LIABILITIES AND FUND BALANCE

LIABILITIES:
ACCOUNTS PAYABLE
TAX REFUNDS PAYABLE
INTERFUND PAYABLES
DEFERRED REVENUE
TOTAL LIABILITIES

FUND BALANCE:
RESERVED FOR:
STATUTORY OBLIGATIONS
BUDGET STABILIZATION
INVENTORIES
UNRESERVED:
UNDESIGNATED
TOTAL FUND BALANCE
TOTAL LIABILITIES AND FUND BALANCE
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$

June 30,1998

283,760
398,060
504,475
130,287
11,681
1,328,263

217,347
164,105
46,577
85,068
513,097

175,307
200,000
11,681

428,178
815,166
1,328,263



COMMONWEALTH OF KENTUCKY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

June 30, 1998

REVENUES:
TAXES $ 5,719,390
LICENSES, FEES, AND PERMITS 20,675
INTERGOVERNMENTAL 7,049
CHARGES FOR SERVICES 4,015
FINES AND FORFEITS 43,088
INTEREST AND OTHER INVESTMENT INCOME 65,443
OTHER REVENUES 40571

TOTAL REVENUES 5,900,231

EXPENDITURES:
GENERAL GOVERNMENT 276,741
LEGISLATIVE AND JUDICIAL 161,561
COMMERCE 16,956
EDUCATION AND HUMANITIES 2,613,629
HUMAN RESOURCES 1,014,263
JUSTICE 339,878
NATURAL RESOURCES AND ENVIRONMENTAL PROTECTION 54,096
PUBLIC PROTECTION AND REGULATION 40,605
TRANSPORTATION 5,075

TOTAL EXPENDITURES 4,522,804
EXCESS OF REVENUES OVER EXPENDITURES 1,377,427

OTHER FINANCING SOURCES (USES):

OPERATING TRANSFERS IN 291,239
OPERATING TRANSFERS OUT (368,752)
TRANSFERS TO COMPONENT UNITS (825,063)
CAPITALIZED LEASES 272

TOTAL OTHER FINANCING SOURCES (USES) (902,304)

EXCESS OF REVENUES AND OTHER FINANCING SOURCES

OVER (UNDER) EXPENDITURES AND OTHER FINANCING USES 475,123

FUND BALANCE AT JULY 1, AS RESTATED 338,448
INCREASE (DECREASE) IN INVENTORIES 810
RESIDUAL EQUITY TRANSFER IN (OUT) 785

FUND BALANCE AT JUNE 30 $ 815166
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COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL (BUDGETARY BASIS) - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

Budget Actual Variance
REVENUES:
BUDGETED:
TAXES $ 5,701,153 5,714,603 13,450
LICENSES, FEES, AND PERMITS 21,302 20,675 (627)
INTERGOVERNMENTAL 4,660 7,049 2,389
CHARGES FOR SERVICES 2,388 3,935 1,547
FINES AND FORFEITS 43,744 43,081 (663)
INTEREST AND OTHER INVESTMENT INCOME 49,523 60,019 10,496
LOTTERY PROCEEDS 153,000 153,000
OTHER REVENUES 12,699 2,608 (10,091)
TRANSFERS IN 12,975 10,887 (2,088)
TOTAL BUDGETED REVENUES 6,001,444 6,015,857 14,413
NON-BUDGETED:
OTHER REVENUES 19 19
ESCHEAT REVENUE 6,817 6,817
TRANSFERS IN (INTERFUND) 127,530 127,530
TOTAL NON-BUDGETED REVENUES 134,366 134,366
TOTAL REVENUES 6,001,444 6,150,223 148,779
EXPENDITURES:
GENERAL GOVERNMENT:
GOVERNOR'S OFFICE 6,863 6,785 78
GOVERNOR'S OFFICE FOR POLICY AND MANAGEMENT 2,470 2,470
GOVERNOR'S OFFICE FOR POLICY AND MANAGEMENT -
PLANNING FUND 430 430
UNIFIED PROSECUTORIAL SYSTEM - COMMONWEALTH ATTORNEYS 17,117 16,965 152
UNIFIED PROSECUTORIAL SYSTEM - COUNTY ATTORNEYS 15,800 15,800
DEPARTMENT OF AGRICULTURE 17,321 17,159 162
OFFICE OF THE ATTORNEY GENERAL 10,940 10,940
AUDITOR OF PUBLIC ACCOUNTS 4,572 4,572
REGISTRY OF ELECTION FINANCE 1,330 1,325 5
MILITARY AFFAIRS - GENERAL OPERATIONS 9,217 8,825 392
MILITARY AFFAIRS - DISASTER AND EMERGENCY SERVICES 6,746 5,810 936
LOCAL GOVERNMENT - VARIOUS AREA DEVELOPMENT DISTRICTS 6,339 6,339
LOCAL GOVERNMENT - ECONOMIC ASSISTANCE FUND 40,958 30,672 10,286
LOCAL GOVERNMENT - ECONOMIC DEVELOPMENT FUND 40,247 26,021 14,226
SECRETARY OF STATE - GENERAL OPERATIONS 2,223 2,065 158
DEPARTMENT OF THE TREASURY 1,928 1,928
BOARD OF ELECTIONS 3,446 3,375 71
PERSONNEL BOARD 486 482 4
SCHOOL FACILITIES CONSTRUCTION COMMISSION 63,755 58,865 4,890
EXECUTIVE BRANCH ETHICS COMMISSION 258 244 14
COMMISSION ON HUMAN RIGHTS 1,852 1,851 1
COMMISSION ON WOMEN 239 189 50
COUNCIL ON POSTSECONDARY EDUCATION 26,722 26,022 700
BUDGET RESERVE TRUST FUND 200,000 200,000
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PERSONNEL CABINET: OFFICE OF THE SECRECTARY
DEPARTMENT FOR EMPLOYEE RELATIONS
DEPARTMENT FOR PERSONNEL ADMINISTRATION

EASTERN KENTUCKY UNIVERSITY

KENTUCKY STATE UNIVERSITY

MOREHEAD STATE UNIVERSITY

MURRAY STATE UNIVERSITY

NORTHERN KENTUCKY UNIVERSITY

UNIVERSITY OF KENTUCKY

KENTUCKY COMMUNITY AND TECHNICAL COLLEGE SYSTEM

UNIVERSITY OF KENTUCKY COMMUNITY COLLEGE SYSTEM

UNIVERSITY OF LOUISVILLE

WESTERN KENTUCKY UNIVERSITY

REVENUE: OFFICE OF THE SECRETARY
DEPARTMENT OF TAX ADMINISTRATION
DEPARTMENT OF INFORMATION TECHNOLOGY
DEPARTMENT OF PROPERTY VALUATION
DEPARTMENT OF LAW
OFFICE OF PROPERTY VALUATION ADMINISTRATORS

ACCOUNTING

FINANCE AND ADMINISTRATION - OFFICE OF THE SECRETARY

KENTUCKY VETERANS CENTER

KENTUCKY HIGHER EDUCATION ASSISTANCE AUTHORITY

DEPARTMENT FOR ADMINISTRATION

FACILITIES MANAGEMENT - 1997 FLOOD HOUSING DISASTER AID

DEPARTMENT FOR FACILITIES MANAGEMENT

SPECIAL ACCOUNTS - CAPITAL CONSTRUCTION

COUNTY COSTS

ACCESS TO JUSTICE

APPROPRIATIONS NOT OTHERWISE CLASSIFIED:

BOARD OF CLAIMS AWARDS

GUARDIAN AD LITEM

COURT ORDERED TAX REFUNDS

PRIOR YEAR CLAIMS

UNREDEEMED CHECKS REFUNDED

INVOLUNTARY COMMITMENTS

BLANKET EMPLOYEE BONDS

FRANKFORT IN LIEU OF TAXES

FRANKFORT CEMETERY

POLICE AND FIREMEN LIFE INSURANCE

MASTER COMMISSIONER EMPLOYERS RETIREMENT
MASTER COMMISSIONER SOCIAL SECURITY
WORKERS' COMPENSATION

ATTORNEY GENERAL EXPENSE

MEDICAL MALPRACTICE LIABILITY INSURANCE REIMBURSEMENTS

TOTAL GENERAL GOVERNMENT

LEGISLATIVE AND JUDICIAL:

GENERAL ASSEMBLY:
REGULAR SESSIONS
KENTUCKY LEGISLATIVE ETHICS COMMISSION
LONG TERM POLICY RESEARCH CENTER
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Budget Actual Variance
870 869 1
233 233
3,966 3,966
62,834 62,834
19,924 19,576 348
36,823 36,823
43,926 42,943 983
33,256 33,244 12
272,623 272,393 230
3,663 941 2,722
95,511 95,511
154,214 154,017 197
56,614 56,547 67
19,977 19,933 44
22,140 22,022 118
2,513 2,493 20
4,087 4,020 67
8,565 8,560 5
20,383 20,349 34
39,080 38,971 109
5,940 5,935 5
30,227 28,794 1,433
3,814 3,814
1,023 1,023
6,580 6,580
1,000 500 500
14,986 14,429 557
1,200 1,097 103
600 466 134
2,000 1,798 202
245,858 156,731 89,127
1,274 1,274
411 410 1
60 47 13
200 157 43
195 195
3 3
300 150 150
240 165 75
149 149
400 390 10
165 163 2
58 13 45
1,699,144 1,369,662 329,482
21,205 10,548 10,657
615 376 239
386 162 224

Continued
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SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL (BUDGETARY BASIS) - GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

92

Budget Actual Variance
LEGISLATIVE RESEARCH COMMISSION:
ADMINISTRATIVE 26,134 22,671 3,463
EDUCATIONAL PLANNING COMMISSION 200 200
JUDICIAL RETIREMENT SYSTEM 5,645 5,645
COURT OF JUSTICE - CASE MANAGEMENT SYSTEM 860 860
COURT OF JUSTICE - OPERATION AND ADMINISTRATION 108,552 108,552
COURT OF JUSTICE - LOCAL FACILITY SUPPORT 23,259 17,410 5,849
TOTAL LEGISLATIVE AND JUDICIAL 186,856 166,224 20,632
COMMERCE:
ECONOMIC DEVELOPMENT:
OFFICE OF THE SECRETARY 1,707 1,702 5
ADMINISTRATION AND SUPPORT 1,760 1,760
JOB DEVELOPMENT 2,051 1,987 64
FINANCIAL INCENTIVES 65,826 56,044 9,782
COMMUNITY DEVELOPMENT 3,324 3,260 64
TOURISM - OFFICE OF THE SECRETARY 1,289 1,238 51
BREAKS INTERSTATE PARK 200 200
DEPARTMENT OF TRAVEL DEVELOPMENT 6,388 6,224 164
KENTUCKY STATE FAIR BOARD 11,576 11,576
KENTUCKY HORSE PARK 2,922 2,922
DEPARTMENT OF PARKS 33,322 33,289 33
TOTAL COMMERCE 130,365 120,202 10,163
EDUCATION AND HUMANITIES:
OFFICE OF THE SECRETARY 1,828 1,828
COMMISSION ON DEAF AND HARD OF HEARING 477 477
KENTUCKY HERITAGE COUNCIL 709 709
KENTUCKY ARTS COUNCIL 3,980 3,970 10
EDUCATION:
SUPPORT EDUCATION EXCELLENCE IN KY (SEEK) 2,029,385 2,029,385
EXECUTIVE POLICY AND MANAGEMENT 3,242 3,242
MANAGEMENT SUPPORT SERVICES 281,996 278,145 3,851
LEARNING RESULTS SERVICES 31,219 31,219
LEARNING SUPPORT SERVICES 125,124 125,124
KENTUCKY EDUCATION TELEVISION 16,567 16,567
KENTUCKY HISTORICAL SOCIETY 4,856 4,856
KENTUCKY CENTER FOR THE ARTS 3,135 3,135
LIBRARIES AND ARCHIVES - DIRECT LOCAL AID 5,540 5,540
LIBRARIES AND ARCHIVES - GENERAL OPERATIONS 7,705 7,648 57
TEACHERS' RETIREMENT SYSTEM 66,196 66,196
WORKFORCE DEVELOPMENT - OFFICE OF THE SECRETARY:
GENERAL ADMINISTRATION AND PROGRAM SUPPORT 7,479 7,479
TEACHER RETIREMENT EMPLOYER CONTRIBUTION MATCH 9,266 9,206 60
WORKFORCE DEVELOPMENT:
DEPARTMENT FOR THE BLIND 1,792 1,792
DEPARTMENT OF EMPLOYMENT SERVICES 583 583
BOARD FOR ADULT AND TECHNICAL EDUCATION 34 34
DEPARTMENT FOR TECHNICAL EDUCATION 69,451 69,451
DEPARTMENT FOR ADULT EDUCATION & LITERACY 12,052 11,064 988
VOCATIONAL REHABILITATION 9,170 9,170
TOTAL EDUCATION AND HUMANITIES 2,691,786 2,686,820 4,966
HUMAN RESOURCES:
CABINET FOR FAMILIES AND CHILDREN:
ADMINISTRATIVE SERVICES 13,162 13,162
DEPARTMENT FOR SOCIAL INSURANCE 54,448 54,448
TRANSITIONAL SUPPORT BENEFITS 91,751 67,449 24,302
DEPARTMENT FOR SOCIAL SERVICES 127,197 127,197



OFFICE OF FAMILY RESOURCES AND YOUTH SERVICES

CENTERS
CABINET FOR HEALTH SERVICES

ADMINISTRATIVE SUPPORT

DEPARTMENT OF PUBLIC HEALTH

DEPARTMENT FOR MENTAL HEALTH AND MENTAL
RETARDATION

DEPARTMENT FOR MEDICAID SERVICES

MEDICAID SERVICES BENEFITS

OFFICE OF CERTIFICATE OF NEED

COMMISSION FOR CHILDREN WITH SPECIAL HEALTH
CARE NEEDS

TOTAL HUMAN RESOURCES

JUSTICE:

JUSTICE - ADMINISTRATION
DEPARTMENT OF STATE POLICE
DEPARTMENT OF JUVENILE JUSTICE
DEPARTMENT OF CORRECTIONS:
MANAGEMENT
ADULT INSTITUTIONS
LOCAL JAIL ALLOTMENT
COMMUNITY SERVICES AND LOCAL FACILITIES

TOTAL JUSTICE

NATURAL RESOURCES AND ENVIRONMENTAL PROTECTION:

OFFICE OF THE SECRETARY

KENTUCKY RIVER AUTHORITY

ENVIRONMENTAL QUALITY COMMISSION

KENTUCKY NATURE PRESERVES COMMISSION

DEPARTMENT FOR ENVIRONMENTAL PROTECTION

DEPARTMENT FOR NATURAL RESOURCES

DEPARTMENT FOR SURFACE MINING RECLAMATION
AND ENFORCEMENT

TOTAL NATURAL RESOURCES AND ENVIRONMENTAL
PROTECTION

PUBLIC PROTECTION AND REGULATION:

OFFICE OF THE SECRETARY

BOARD OF CLAIMS/CRIME VICTIMS COMPENSATION BOARD

BOARD OF TAX APPEALS

KENTUCKY RACING COMMISSION

PUBLIC SERVICE COMMISSION

DEPARTMENT FOR PUBLIC ADVOCACY

DEPARTMENT OF ALCOHOLIC BEVERAGE CONTROL

DEPARTMENT OF HOUSING, BUILDING, AND CONSTRUCTION

DEPARTMENT OF INSURANCE

DEPARTMENT FOR MINES AND MINERALS

LABOR - OFFICE OF THE SECRETARY

DEPARTMENT OF WORKPLACE STANDARDS

WORKERS COMPENSATION FUNDING COMMISSION
TOTAL PUBLIC PROTECTION AND REGULATION
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Budget Actual Variance
39,551 39,551
12,576 12,576
50,421 50,421
120,139 120,139
8,061 8,061
620,739 620,739
325 325
3,970 3,970
1,142,340 1,118,038 24,302
5,136 5,136
56,479 56,479
48,148 48,148
26,558 26,557 1
152,852 152,851 1
14,944 14,514 430
56,666 56,665 1
360,783 360,350 433
8,067 8,067
279 278 1
235 235
632 632
21,497 21,497
11,490 11,490
10,056 10,056
52,256 52,255 1
335 335
474 469 5
541 427 114
1,244 1,244
7,684 7,236 448
13,639 13,635 4
2,158 2,158
3,446 3,446
10,000 10,000
9,784 9,784
503 503
1,730 1,684 46
19,000 19,000
70,538 69,921 617
Continued



COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL (BUDGETARY BASIS) - GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

Budget Actual Variance
TRANSPORTATION:
AIR 5,173 2,567 2,606
RAIL 67 66 1
PUBLIC 4,587 3,038 1,549
TOTAL TRANSPORTATION 9,827 5,671 4,156
TOTAL EXPENDITURES 6,343,895 5,949,143 394,752
EXCESS OF REVENUES OVER (UNDER) EXPENDITURES (342,451) 201,080 543,531
FUND BALANCE AT JULY 1 538,075 538,075
NON-BUDGETED ITEMS (8,617) (8,617)
RESIDUAL EQUITY TRANSFERS 785 785
FUND BALANCE AT JUNE 30 $ 195,624 $ 731,323 $ 535,699
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COMMONWEALTH OF KENTUCKY
SCHEDULE OF REVENUES BY SOURCE
GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

June 30, 1998
REVENUES BY SOURCE

TAXES:
SALES AND GROSS RECEIPTS $ 2,166,786
INCOME:
INDIVIDUAL 2,390,823
CORPORATIONS 338,354
PROPERTY 405,528
COAL SEVERANCE 187,126
LICENSES AND PRIVILEGES 121,907
INHERITANCE AND ESTATE 105,550
MISCELLANEOUS 3,316
TOTAL TAXES 5,719,390
LICENSES, FEES, AND PERMITS 20,675
INTERGOVERNMENTAL 7,049
CHARGES FOR SERVICES 4,015
FINES AND FORFEITS 43,088
INTEREST AND OTHER INVESTMENT INCOME 65,443
OTHER REVENUES 40,571

TOTAL REVENUES BY SOURCE $ 5,900,231
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COMMONWEALTH OF KENTUCKY

SCHEDULE OF EXPENDITURES BY FUNCTION, CABINET, AND OBJECT

GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 1998
(Expressed In Thousands)

GENERAL GOVERNMENT:
CABINET FOR GENERAL GOVERNMENT:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
CAPITAL OUTLAY
TRAVEL
JUDGEMENTS AND CONTINGENT LIABILITIES

TOTAL CABINET FOR GENERAL GOVERNMENT

FINANCE AND ADMINISTRATION CABINET:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
CAPITAL OUTLAY
TRAVEL
JUDGEMENTS AND CONTINGENT LIABILITIES
REISSUE UNREDEEMED TREASURY CHECKS

TOTAL FINANCE AND ADMINISTRATION CABINET

REVENUE CABINET:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
CAPITAL OUTLAY
TRAVEL
JUDGEMENTS AND CONTINGENT LIABILITIES

TOTAL REVENUE CABINET

PERSONNEL CABINET:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
CAPITAL OUTLAY
TRAVEL
JUDGEMENTS AND CONTINGENT LIABILITIES

TOTAL PERSONNEL CABINET
TOTAL GENERAL GOVERNMENT

LEGISLATIVE AND JUDICIAL:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
CAPITAL OUTLAY
TRAVEL

TOTAL LEGISLATIVE AND JUDICIAL

COMMERCE:
ECONOMIC DEVELOPMENT CABINET:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
CAPITAL OUTLAY
TRAVEL

TOTAL ECONOMIC DEVELOPMENT CABINET

June 30, 1998

$ 84,066
9,533

5,125

48,677

394

1,522

1,553

150,870

21,064
2,541
17,278
1,225
334
208
7,463
410

50,523

58,633
15,762
1,887
154
1,138

(7,339)
70,235

3,817
1,080
173

6

14

23

5,113
276,741

121,615
25,737
10,378

1,275
2,556

161,561

5,673
807
382

1,808

211
8,882
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TOURISM CABINET:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
CAPITAL OUTLAY
TRAVEL
JUDGEMENTS AND CONTINGENT LIABILITIES
TOTAL TOURISM CABINET
TOTAL COMMERCE

EDUCATION AND HUMANITIES:

EDUCATION AND HUMANITIES CABINET:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
CAPITAL OUTLAY
TRAVEL
JUDGEMENTS AND CONTINGENT LIABILITIES

TOTAL EDUCATION AND HUMANITIES CABINET

WORKFORCE DEVELOPMENT CABINET:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
CAPITAL OUTLAY
TRAVEL
JUDGEMENTS AND CONTINGENT LIABILITIES

TOTAL WORKFORCE DEVELOPMENT CABINET

TOTAL EDUCATION AND HUMANITIES

HUMAN RESOURCES:

CABINET FOR FAMILIES AND CHILDREN:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
CAPITAL OUTLAY
TRAVEL
JUDGEMENTS AND CONTINGENT LIABILITIES

TOTAL CABINET FOR FAMILIES AND CHILDREN

HEALTH SERVICES CABINET:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
CAPITAL OUTLAY
TRAVEL
JUDGEMENTS AND CONTINGENT LIABILITIES

TOTAL CABINET FOR HEALTH SERVICES
TOTAL HUMAN RESOURCES
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June 30, 1998

4,830
1,106
453
1,265
31
124
265

8,074
16,956

52,934
5,864
2,224

2,446,857
483

1,740

9

2,510,111

70,220
9,033
7,120

15,038
1,136

900
71

103,518
2,613,629

83,497
13,245
230
198,874
68
3,556
307

299,777

67,898
3,351
5,092

632,776
145

564
4,660

714,486

1,014,263

Continued



COMMONWEALTH OF KENTUCKY

SCHEDULE OF EXPENDITURES BY FUNCTION, CABINET, AND OBJECT
GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

June 30.1998

JUSTICE:

PERSONAL SERVICES 180,532
UTILITIES, RENTALS, AND OTHER SERVICES 22,481
COMMODITIES AND SUPPLIES 19,903
GRANTS AND SUBSIDIES 107,962
CAPITAL OUTLAY 6,856
TRAVEL 1,944
DEBT SERVICE 206
JUDGEMENTS AND CONTINGENT LIABILITIES (6)

TOTAL JUSTICE 339,878

NATURAL RESOURCES AND ENVIRONMENTAL PROTECTION:

PERSONAL SERVICES 40,657
UTILITIES, RENTALS, AND OTHER SERVICES 4,966
COMMODITIES AND SUPPLIES 2,687
GRANTS AND SUBSIDIES 2,910
CAPITAL OUTLAY 759
TRAVEL 381
JUDGEMENTS AND CONTINGENT LIABILITIES 1,736

TOTAL NATURAL RESOURCES AND ENVIRONMENTAL PROTECTION 54,096

PUBLIC PROTECTION AND REGULATION:
PUBLIC PROTECTION AND REGULATION CABINET:

PERSONAL SERVICES 28,754
UTILITIES, RENTALS, AND OTHER SERVICES 2,821
COMMODITIES AND SUPPLIES 1,079
GRANTS AND SUBSIDIES 5,180
CAPITAL OUTLAY 48
TRAVEL 509
JUDGEMENTS AND CONTINGENT LIABILITIES 5
TOTAL PUBLIC PROTECTION AND REGULATION CABINET 38,396

LABOR CABINET:

PERSONAL SERVICES 1,735
UTILITIES, RENTALS, AND OTHER SERVICES 112
COMMODITIES AND SUPPLIES 139
GRANTS AND SUBSIDIES 108
TRAVEL 115
TOTAL LABOR CABINET 2,209
TOTAL PUBLIC PROTECTION AND REGULATION 40,605
TRANSPORTATION :
PERSONAL SERVICES 1,068
UTILITIES, RENTALS, AND OTHER SERVICES 61
COMMODITIES AND SUPPLIES 55
GRANTS AND SUBSIDIES 3,860
CAPITAL OUTLAY 31
TOTAL TRANSPORTATION 5,075

TOTAL EXPENDITURES $ 4,522,804
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SPECIAL REVENUE FUNDS

The Special Revenue Funds account for special revenue sources dedicated to specific operations other than expendabl e trusts or major
capital projects. Kentucky usesthe following Special Revenue Funds:

Transportation Fund - accountsfor General Fund transfers, agency revenue, federal revenue, andrelated expenditures
of the Transportation Cabinet including the constitutional Road Fund.

Federal Fund - accounts for moniesreceived from the Federal Government.

Agency Revenue Fund - accounts for revenues and expenditures of restricted taxes, fees, and charges related to a
particular function or activity and usually appropriated by the General Assembly.

Other Special Revenue Fund - accounts for revenues and expenditures of restricted taxes, fees, and charges related
to aparticular function or activity, but not usually appropriated by the General Assembly.
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COMMONWEALTH OF KENTUCKY
COMBINING BALANCE SHEET
SPECIAL REVENUE FUNDS

JUNE 30, 1998

(Expressed in Thousands)

ASSETS

CASH AND CASH EQUIVALENTS
RESTRICTED CASH
INVESTMENTS, NET OF AMORTIZATION
RECEIVABLES, NET
INTERFUND RECEIVABLES
INVENTORIES
PREPAID EXPENSES
RESTRICTED ASSETS

TOTAL ASSETS

LIABILITIES AND FUND BALANCES
LIABILITIES:
ACCOUNTS PAYABLE
INTERFUND PAYABLES
DEFERRED REVENUE

TOTAL LIABILITIES

FUND BALANCE:
RESERVED FOR:
ENCUMBRANCES
STATUTORY OBLIGATIONS
LOANS
INVENTORIES
DEPOSIT WITH FISCAL AGENTS

COMPENSATING BALANCE WITH DEPOSITORIES

REVENUE BOND RETIREMENT
UNRESERVED:

DESIGNATED FOR HIGHWAY CONSTRUCTION

UNDESIGNATED (NOTE 3)
TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCES

Other
Agency Special Totals
Transportation Federal Revenue Revenue June 30, 1998
$ 60,985 $ 174 $ 83,610 $ 37,337 $ 182,106
998 6,891 7,889
581,536 119,315 351,882 1,052,733
99,876 569,994 36,549 37,219 743,638
5,418 7,917 72,488 6,482 92,305
27,450 1,540 2,167 53 31,210
16 16
79,738 79,738
$ 776,263 $ 659,363 $ 321,036 $ 432,973  $ 2,189,635
$ 71,070 $ 389,351 $ 145,099 $ 1253 % 606,773
3,960 119,417 52,133 10,179 185,689
17,979 154,536 16,642 12,369 201,526
93,009 663,304 213,874 23,801 993,988
275,781 275,781
41,452 2,090 43,542
8,173 810 8,983
27,450 1,540 2,167 53 31,210
189 6,891 7,080
998 998
1,000 1,000
318,393 318,393
18,991 (5,481) 89,931 405,219 508,660
683,254 (3,941) 107,162 409,172 1,195,647
$ 776,263 $ 659,363 $ 321,036 $ 432,973 $ 2,189,635
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

SPECIAL REVENUE FUNDS

FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

REVENUES:
TAXES
LICENSES, FEES AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS

INTEREST AND OTHER INVESTMENT INCOME

OTHER REVENUES
TOTAL REVENUES

EXPENDITURES:
GENERAL GOVERNMENT
LEGISLATIVE AND JUDICIAL
COMMERCE
EDUCATION AND HUMANITIES
HUMAN RESOURCES
JUSTICE
NATURAL RESOURCES AND

ENVIRONMENTAL PROTECTION

PUBLIC PROTECTION AND REGULATION
TRANSPORTATION

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES (USES):
OPERATING TRANSFERS IN
OPERATING TRANSFERS OUT
PROCEEDS FROM SALE OF BONDS
CAPITALIZED LEASES

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES AND OTHER FINANCING
SOURCES OVER (UNDER) EXPENDITURES

AND OTHER FINANCING USES
FUND BALANCES AT JULY 1, AS RESTATED
INCREASE (DECREASE) IN INVENTORIES

RESIDUAL EQUITY TRANSFER IN (OUT)
FUND BALANCES AT JUNE 30

Other
Agency Special Totals
Transportation Federal Revenue Revenue June 30, 1998
$ 899,796 $ $ 203,356 $ 49,306 $ 1,152,458
97,221 1 51,959 598 149,779
398 3,776,833 24,650 456 3,802,337
17,209 (215) 241,074 19,335 277,403
33 3 2,479 1,662 4,177
40,074 239 5,064 22,640 68,017
1,313 62,073 63,364 48,681 175,431
1,056,044 3,838,934 591,946 142,678 5,629,602
86,010 219,669 70,560 376,239
740 3,239 105 4,084
8,210 20,669 118 28,997
518,497 55,330 256 574,083
2,769,429 469,100 562 3,239,091
28,851 33,420 62,271
40,735 17,877 215 58,827
4,765 70,109 74,874
772,885 335,005 22,137 1,130,027
772,885 3,792,242 911,550 71,816 5,548,493
283,159 46,692 (319,604) 70,862 81,109
142 2,724 278,888 350,221 631,975
(160,686) (20,794) (214,693) (402,372) (798,545)
163,605 163,605
275 23 298
(160,544) (18,070) 228,075 (52,128) (2,667)
122,615 28,622 (91,529) 18,734 78,442
562,742 (33,487) 198,931 390,438 1,118,624
(2,103) 924 (240) (1,419)
0
$ 683,254 $ (3,941) $ 107,162 $ 409,172 $ 1,195,647
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COMMONWEALTH OF KENTUCKY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

TRANSPORTATION FUND
FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

REVENUES:
TAXES
LICENSES, FEES AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS
INTEREST AND OTHER INVESTMENT INCOME
OTHER REVENUES

TOTAL REVENUES

EXPENDITURES:
TRANSPORTATION:
GENERAL ADMINISTRATION AND SUPPORT
MOTOR VEHICLE REGULATION
JUSTICE - STATE POLICE
HIGHWAYS
OTHER

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES (USES):

OPERATING TRANSFERS IN
OPERATING TRANSFERS OUT

TOTAL OTHER FINANCING SOURCES (USES)
EXCESS OF REVENUES AND OTHER FINANCING
SOURCES OVER (UNDER) EXPENDITURES
AND OTHER FINANCING USES
FUND BALANCE AT JULY 1, AS RESTATED

INCREASE (DECREASE) IN INVENTORIES

FUND BALANCE AT JUNE 30
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June 30, 1998

899,796
97,221
398
17,209
33
40,074
1,313

1,056,044

34,676
32,184
40,173
664,113
1,739

772,885

283,159

142
(160,686)

(160,544)

122,615

562,742

(2,103)

683,254



COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED SPECIAL REVENUE FUNDS

FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

REVENUES:
BUDGETED:

TAXES

LICENSES, FEES, AND PERMITS

CHARGES FOR SERVICES

FINES AND FORFEITS

INTEREST AND OTHER INVESTMENT INCOME
OTHER REVENUES

TOTAL BUDGETED REVENUES

NON-BUDGETED:
TAXES
LICENSES, FEES, AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS
INTEREST AND OTHER INVESTMENT INCOME
EMPLOYER CONTRIBUTIONS
OTHER REVENUES
TRANSFERS IN (INTERFUND)
TRANSFERS IN (INTRAFUND)

TOTAL NON-BUDGETED REVENUE
TOTAL REVENUES
EXPENDITURES:

GENERAL GOVERNMENT:
GOVERNOR'S OFFICE
CAMPBELL COUNTY FEES
DAVIESS COUNTY FEES
FAYETTE COUNTY FEES
HARDIN COUNTY FEES
JEFFERSON COUNTY FEES
KENTON COUNTY FEES
PIKE COUNTY FEES
WARREN COUNTY FEES
UNIFIED PROSECUTORIAL SYSTEM:

COMMONWEALTH ATTORNEYS

COUNTY ATTORNEYS
DEPARTMENT OF AGRICULTURE
OFFICE OF THE ATTORNEY GENERAL
AUDITOR OF PUBLIC ACCOUNTS
MILITARY AFFAIRS:

GENERAL OPERATIONS
KENTUCKY RETIREMENT SYSTEMS
LOCAL GOVERNMENT -

VARIOUS AREA DEVELOPMENT DISTRICTS
SECRETARY OF STATE
DEPARTMENT OF THE TREASURY
BOARD OF:

ACCOUNTANCY

ALCOHOL AND DRUG COUNSELORS

AUCTIONEERS

BARBERING

CHIROPRACTIC EXAMINERS

CERTIFICATION FOR PROF. COUNSELORS

DENTISTRY

DIETITIANS AND NUTRITIONISTS

ELECTIONS

EMBALMERS AND FUNERAL HOME DIRECTORS

EXAMINERS AND REGISTRATION OF
ARCHITECTS

EXAMINERS AND REGISTRATION OF
LANDSCAPE ARCHITECTS

EXAMINERS OF PSYCHOLOGISTS

Transportation Federal
Budget Actual Variance Budget Actual Variance
$ 846,925 $ 849,197 $ 2,272 $ $
96,637 98,206 1,569
20,240 20,625 385
40 32 (8)
36,500 41,951 5,451
2,400 1,055 (1,345)
1,002,742 1,011,066 8,324
1
434 434 3,401,544
(167)
8
243
290 290 61,035
142 142 2,124
7 7 6,646
873 873 3,472,034
1,002,742 1,011,939 9,197 3,472,034
692 633 59
165 92 73
3,097 2,153 944
1,790 1,674 116
35,147 27,230 7,917
43,137 42,645 492
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Agency Revenue

Totals

Budget Actual
$

204,374

66,626

33,333

1,180,674

2,070

40,750

110

123,560

304,468

690,275

2,646,240

2,646,240

400 398

2,012 2,472

2,768 3,288

6,858 6,891

1,889 2,745

19,818 23,7187

3,698 4,164

2,087 2,325

2,223 3,318

543 350

133 17

2,108 1,867

2,620 2,221

3,309 3,294

10,473 10,088

12,612 12,052

696 501
100

167 92

503 489

57 56

254 216

201 184

144 144

34 19

320 306

34 30

50 39

176 40

157 144

37 36

182 180

Variance Budget
$ $ 846,925
96,637
20,240
40
36,500
2,400
1,002,742
2 400
(460) 2,012
(520) 2,768
(33) 6,858
(856) 1,889
(3,969) 19,818
(466) 3,698
(238) 2,087
(1,095) 2,223
193 1,235
116 298
241 5,205
399 4,410
15 3,309
385 45,620
560 12,612
195 43,833
100 100
75 167
14 503
1 57
38 254
17 201
144
15 34
14 320
4 34
11 50
136 176
13 157
1 37
2 182
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Actual Variance

$ 849,197 $ 2,272

98,206 1,569

20,625 385

32 8)

41,951 5,451

1,055 (1,345)

1,011,066 8,324
204,374
66,627
3,435,311
1,180,507
2,078
40,993
110
184,885
307,334
696,928
6,119,147
7,130,213

398 2

2,472 (460)

3,288 (520)

6,891 (33)

2,745 (856)

23,787 (3,969)

4,164 (466)

2,325 (238)

3,318 (1,095)

983 252

109 189

4,020 1,185

3,895 515

3,294 15

37,318 8,302

12,052 560

43,146 687

100

92 75

489 14

56 1

216 38

184 17
144

19 15

306 14

30 4

39 11

40 136

144 13

36 1

180 2

Continued



COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED SPECIAL REVENUE FUNDS

FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

EXAMINERS OF SOCIAL WORKERS

HAIRDRESSERS AND COSMETOLOGISTS

LICENSING HEARING AID DEALERS
AND FITTERS

LICENSURE FOR NURSING HOME
ADMINISTRATORS

MEDICAL LICENSURE

NURSING

OPHTHALMIC DISPENSERS

OPTOMETRIC EXAMINERS

ART THERAPISTS

OCCUPATIONAL THERAPY

RESPIRATORY CARE PRACTITIONERS

MARRIAGE AND FAMILY THERAPISTS

BOARD OF:
GEOLOGISTS
PERSONNEL
PHARMACY
PHYSICAL THERAPISTS
PODIATRY
REGISTRATION FOR PROFESSIONAL
ENGINEERS AND LAND SURVEYORS
SPEECH PATHOLOGY AND AUDIOLOGY
VETERINARY EXAMINERS
KENTUCKY ATHLETICS COMMISSION
EXECUTIVE BRANCH ETHICS COMMISSION
REAL ESTATE COMMISSION -
ADMINISTRATION
EDUCATION RESEARCH AND TRAINING
REAL ESTATE APPRAISER BOARD
COMMISSION ON WOMEN
COMMISSION ON HUMAN RIGHTS
COUNCIL ON POSTSECONDARY EDUCATION

PERSONNEL CABINET:
OFFICE OF THE SECRETARY
DEPARTMENT FOR EMPLOYEE RELATIONS

DEPARTMENT FOR PERSONNEL ADMINISTRATION
GOVERNOR'S OFFICE FOR POLICY AND MANAGEMENT

EASTERN KENTUCKY UNIVERSITY
KENTUCKY STATE UNIVERSITY
MOREHEAD STATE UNIVERSITY
MURRAY STATE UNIVERSITY
NORTHERN KENTUCKY UNIVERSITY
UNIVERSITY OF KENTUCKY
UNIVERSITY OF KENTUCKY -
COMMUNITY COLLEGE SYSTEM
UNIVERSITY OF LOUISVILLE
WESTERN KENTUCKY UNIVERSITY

REVENUE CABINET:
OFFICE OF THE SECRETARY
DEPARTMENT OF TAX ADMINISTRATION
DEPARTMENT OF PROPERTY VALUATION
DEPARTMENT OF LAW
OFFICE OF PROPERTY VALUATION
ADMINISTRATORS ACCOUNTING

FINANCE AND ADMINISTRATION:
OFFICE OF THE SECRETARY
KENTUCKY VETERANS CENTER
KENTUCKY HIGHER EDUCATION ASSISTANCE

AUTHORITY

COUNTY COSTS - PUBLIC DEFENDER PROGRAM
COUNTY COSTS - DUI SERVICE FEES
DEPARTMENT FOR ADMINISTRATION
OFFICE OF GOVERNMENTAL SERVICES CENTER
DEPARTMENT FOR FACILITIES MANAGEMENT

TOTAL GENERAL GOVERNMENT

Transportation Federal
Budget Actual Variance Budget Actual Variance
5 4 1
197 142 55
3,985 3,552 433
1,066 1,057 9 90 90
286 286
125 125 84,236 24,295 59,941
627 623 4
246 234 12
1,723 1,702 21 173,168 103,043 70,125
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Agency Revenue

Budget Actual

97 79
741 634
37 32
69 62
1,659 1,423
2,666 2,560
31 30
136 136
6 5
41 33
67 58
40 18
69 62
8 5
572 500
277 271
9 6
848 838
68 63
90 82
62 58

8
1,096 923
792 691
349 349

7
90 73
3,637 3,283
2,224 1,772
382 332
40 7
104,067 97,714
22,647 22,100
47,737 47,290
44,996 40,990
50,971 43,835
601,206 601,206
95,589 35,513
225,773 33,365
69,673 62,073
57 20
935 493
1,561 1,363
436 138
2,646 2,464
3,663 3,001
9,847 9,704
13,735 12,145
535 535
858 858
2,819 2,304
1,253 1,215
101 70
1,393,986 1,114,534

Variance
107
5
7
236
106
1

N «€ o

~
WONWN

=

wh OO

60,076
192,408
7,600

37
442
198
298

182

662
143

1,590
515

38
31

279,452
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Totals
Budget Actual Variance
79 18
741 634 107
37 32 5
69 62 7
1,659 1,423 236
2,666 2,560 106
31 30 1
136 136
6 5 1
41 33 8
67 58 9
40 18 22
69 62 7
8 5 3
572 500 72
277 271 6
9 6 3
848 838 10
68 63 5
90 82 8
62 58 4
8 8
1,096 923 173
792 691 101
349 349
12 4 8
287 215 72
3,985 3,552 433
3,637 3,283 354
2,224 1,772 452
382 332 50
40 7 33
104,067 97,714 6,353
22,647 22,100 547
47,737 47,290 447
44,996 40,990 4,006
50,971 43,835 7,136
601,206 601,206
95,589 35,513 60,076
225,773 33,365 192,408
69,673 62,073 7,600
57 20 37
2,091 1,550 541
1,847 1,649 198
436 138 298
2,646 2,464 182
88,024 27,421 60,603
9,847 9,704 143
14,362 12,768 1,594
535 535
858 858
3,065 2,538 527
1,253 1,215 38
101 70 31
1,568,877 1,219,279 349,598
Continued



COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED SPECIAL REVENUE FUNDS

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

LEGISLATIVE AND JUDICIAL:
GENERAL ASSEMBLY - LONG TERM POLICY
RESEARCH CENTER AND ETHICS COMMISSION
LEGISLATIVE RESEARCH COMMISSION
JUDICIAL FORM RETIREMENT SYSTEM
COURT OF JUSTICE
OPERATIONS AND ADMIN

TOTAL LEGISLATIVE AND JUDICIAL

COMMERCE:
ECONOMIC DEVELOPMENT -
OFFICE OF THE SECRETARY
ADMINISTRATION AND SUPPORT
FINANCIAL INCENTIVES
COMMUNITY DEVELOPMENT

TOURISM -
OFFICE OF THE SECRETARY
TRAVEL DEVELOPMENT
DEPARTMENT OF PARKS
DEPARTMENT OF FISH AND WILDLIFE
RESOURCES

TOTAL COMMERCE

EDUCATION AND HUMANITIES:
COMMISSION ON THE DEAF AND HARD OF HEARING
ENVIRONMENTAL EDUCATION COUNCIL
KENTUCKY HERITAGE COUNCIL
KENTUCKY ARTS COUNCIL
OFFICE OF THE SECRETARY

EDUCATION -
EXECUTIVE POLICY AND MANAGEMENT
MANAGEMENT SUPPORT SERVICES
LEARNING RESULTS SERVICES
LEARNING SUPPORT SERVICES

KENTUCKY EDUCATIONAL TELEVISION
KENTUCKY HISTORICAL SOCIETY

LIBRARIES AND ARCHIVES -
DIRECT LOCAL AID
GENERAL OPERATIONS

TEACHERS RETIREMENT SYSTEM

WORKFORCE DEVELOPMENT -
OFFICE OF THE SECRETARY
JOB TRAINING COORDINATING COUNCIL

GENERAL ADMINISTRATION & PROGRAM SUPPORT

BOARD OF PROPRIETARY EDUCATION

STATE ADVISORY COUNCIL FOR
VOCATIONAL EDUCATION

DEPARTMENT FOR THE BLIND

OFFICE OF TRAINING AND REEMPLOYMENT

DEPARTMENT FOR EMPLOYMENT SERVICES

DEPARTMENT FOR TECHNICAL EDUCATION

DEPARTMENT FOR ADULT EDUCATION & LITERACY

DEPARTMENT OF VOCATIONAL REHABILITATION
TOTAL EDUCATION AND HUMANITIES

HUMAN RESOURCES:
CFC - ADMINISTRATIVE SERVICES
CFC - DEPARTMENT FOR SOCIAL INSURANCE
CFC - TRANSITIONAL SUPPORT BENEFITS
CFC - DEPARTMENT FOR SOCIAL SERVICES
CFC - OFFICE OF FAMILY RESOURCES AND YOUTH
SERVICES CENTERS

Transportation Federal
Budget Actual Variance Budget Actual Variance

1 1
1,317 742 575
1,318 742 576
318 264 54
130 30 100
106 23 83
7,962 7,394 568
8,516 7,711 805
803 791 12
509 490 19
484 469 15
138,867 138,826 41
2,294 1,052 1,242
206,859 200,678 6,181
1,077 128 949
138 95 43
1,049 548 501
1,652 1,176 476
139 47 92
9,915 6,698 3,217
152 43 109
7,675 6,880 795
42,665 34,265 8,400
48,633 44,102 4,531
24,390 21,386 3,004
8,565 5,760 2,805
35,843 35,683 160
531,709 499,117 32,592

8,620 8,620
148,b45 136,1/b 12,469
172,369 141,842 30,52/
158,412 141,490 16,922
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Agency Revenue

Budget Actual
563 284
1,365 2
171 93
4,985 2,938
7,084 3,317
350 350
274 170
1,660 1,394
215 158
9 6
20,695 20,675
23,203 22,753
267 194
260 181
216 159
407 330
101 95
459 368
2,178 1,124
202 102
2,098 1,021
2,549 1,209
390 16
5 2
1,165 1,120
3,814 3,811
4,965 4,836
235 101
1,750 1,221

18

7,262 6,907
38,078 34,399
968 710
2,384 2,325
69,771 60,231
3,6/5 138
35,993 17,022
5,169 5,12/
51,63/ 24,515
30U 4

Variance

279
1,363
78
2,047
3,767

104
266
57

20
450

91
1,054
100
1,077

1,340
374

129
134

529
355
3,679

258
59

9,540
2,93/
18,971
20,122

290

Totals
Budget Actual Variance

563 284 279
1,366 2 1,364
171 93 78
6,302 3,680 2,622
8,402 4,059 4,343

350 350
274 170 104
1,660 1,394 266
533 422 111
130 30 100
115 29 86
28,657 28,069 588
31,719 30,464 1,255
267 194 73
260 181 79
1,019 950 69
916 820 96
101 95 6
943 837 106
141,045 139,950 1,095
2,496 1,154 1,342
208,957 201,699 7,258
3,626 1,337 2,289
528 111 417
1,054 550 504
2,817 2,296 521
3,814 3,811 3
139 a7 92
14,880 11,534 3,346
235 101 134
152 43 109
9,425 8,101 1,324
42,683 34,265 8,418
55,895 51,009 4,886
62,468 55,785 6,683
9,533 6,470 3,063
38,227 38,008 219
601,480 559,348 42,132
12,295 Y,358 2,931
184,038 153,198 31,440
171,538 146,969 30,569
210,04y 1bb,UUb 44,044
30U 4 A
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COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED SPECIAL REVENUE FUNDS

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

CHS - ADMINISTRATIVE SUPPORT

CHS - DEPARTMENT OF PUBLIC HEALTH

CHS - DEPARTMENT FOR MENTAL HEALTH AND
MENTAL RETARDATION

CHS - DEPARTMENT FOR MEDICAID SERVICES

CHS - MEDICAID SERVICES BENEFITS

CHS - OFFICE OF CERTIFICATE OF NEED

CHS - COMMISSION FOR CHILDRESN WITH SPECIAL
HEALTH CARE NEEDS

TOTAL HUMAN RESOURCES

JUSTICE:
ADMINISTRATION
DEPARTMENT OF STATE POLICE
DEPARTMENT OF JUVENILE JUSTICE
DEPARTMENT OF CRIMINAL JUSTICE TRAINING
DEPARTMENT OF CORRECTIONS -
MANAGEMENT
ADULT INSTITUTIONS
COMMUNITY SERVICE AND LOCAL FACILITIES

TOTAL JUSTICE
NATURAL RESOURCES AND

ENVIRONMENTAL PROTECTION:
OFFICE OF THE SECRETARY
KENTUCKY RIVER AUTHORITY
ENVIRONMENTAL QUALITY COMMISSION
KENTUCKY NATURE PRESERVES COMMISSION
DEPARTMENT FOR ENVIRONMENTAL PROTECTION
DEPARTMENT FOR NATURAL RESOURCES
DEPARTMENT FOR SURFACE MINING
RECLAMATION AND ENFORCEMENT -
SURFACE MINING RECLAMATION & ENFORCEMENT
AML RECLAMATION PROJECTS
TOTAL NATURAL RESOURCES AND

ENVIRONMENTAL PROTECTION

PUBLIC PROTECTION AND REGULATION:
BOARD OF CLAIMS AND CRIME
VICTIMS COMPENSATION
BACKSIDE IMPROVEMENT COMMISSION
KENTUCKY RACING COMMISSION
PUBLIC SERVICE COMMISSION
DEPARTMENT:
FOR PUBLIC ADVOCACY
OF ALCOHOLIC BEVERAGE CONTROL
OF FINANCIAL INSTITUTIONS
OF HOUSING, BUILDING, AND CONSTRUCTION
OF INSURANCE
FOR MINES AND MINERALS

Transportation Federal

Budget Actual Variance Budget Actual Variance
7,536 7,466 70
113,338 107,634 b5,/04
35,035 21,814 1,221
39,930 34,058 5,878
1,956,160 1,811,6/6 144,484
0,331 4,9/U 1,361
2,646,382 2,421,746 224,636
11,621 /,U2b 4,595
40,40/ 40,340 6/ 8,834 6,113 2,021
17,504 15,62V 1,944
566 51/ 4y
1,203 1,109 154
1/3 58 115
40,407 40,340 67 40,021 30,443 9,578
2,208 2,021 18/
3V 1/ 13
13,516 11,294 2,222
2,923 2,U3b 88/
16,04 /¢ 14,319 1,128
22,456 11,240 11,216
57,180 40,927 16,253
351 235 116
242 229 13
1,08/ Yub 182
b/l 593 8
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Agency Revenue

Budget Actual
6,471 5,491
10,125 9,295
141,596 131,150
20,3V2 19,436
211,262 142,194
185 53
6,836 6,641
493,551 362,266
3,202 2,426
6,215 3,535
5,940 5,509
22,438 21,044
166 133
4,012 3,Uol
421 286
42,454 36,044
/96 29/
1,24/( /18
18 3
128 bbb
19,033 15,683
5,082 1,849
6,Ub1 3,64
33,555 22,180
1,291 1,281
3Ub 128
1b,b8U 14,346
40 25
4,183 4,168
bb/ oL/
9,385 9,316
21,951 21,950
22,181 18,854
8o/ (44

Variance
83U

10,446
elole}
03,468
132
190

131,285

83b
2,680
1,394
33
Yol
135
6,410

499
oZY
1oz
3,300
3,833

2,98/

11,375

17
2,334
15

15

by

3,32/
123

111

Totals
Budget Actual Variance

. TZ,957 T,050
123,463 116,929 6,534
176,631 158,964 17,66/
bU, 238 53,494 b,/44
2,16/,422 1,954,4/0 212,952
185 53 132
6,836 6,641 195
0,331 4,9/U 1,301
3,139,933 2,784,012 355,921
14,883 9,452 5,431
55,456 49,988 5,468
23,504 21,189 2,315
22,438 21,044 1,394
132 65U 82
5,2(5 4,16V 1,115
594 344 250
122,882 106,827 16,055
3,uu4 2,318 686
1,24/( /18 529
18 3 15

(58 583 1/5
32,549 26,971 5b(2
8,bUb 3,885 4,120
22,098 17,383 4,715
22,450 11,240 11,216
90,735 63,107 27,628
1,042 1,522 120
3Ub 128 1r/
16,68V 14,34b 2,334
282 254 28
5,2/0 5,073 19/
bb/ oL/ 5U
9,385 9,316 6Y
21,951 21,950 1
22,181 18,854 3,32/
1,538 1,33/ 2uL
Continued



COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED SPECIAL REVENUE FUNDS

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

LABOR CABINET -
OFFICE OF THE SECRETARY
OCCUPATIONAL SAFETY AND HEALTH
REVIEW COMMISSION
WORKPLACE STANDARDS

TOTAL PUBLIC PROTECTION AND REGULATION

TRANSPORTATION:
ADMINISTRATION & SUPPORT
REVENUE SHARING
AIR TRANSPORTATION
HIGHWAYS
HIGHWAYS-PUBLIC TRANSPORTATION
RAIL TRANSPORTATION
VEHICLE REGULATION
DEBT SERVICE
TRANSFERS TO CAPITAL CONSTRUCTION
ROAD FUND JUDGEMENTS
1990 ECONOMIC DEVELOPMENT BOND PROJECTS

TOTAL TRANSPORTATION
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES (USES):
TURNPIKE AUTHORITY
RECEIPTS FROM TRUSTEES
TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES AND OTHER FINANCING
SOURCES OVER (UNDER) EXPENDITURES AND
OTHER FINANCING USES

FUND BALANCES AT JULY 1
MOVED TO AGENCY REVENUE FUND
MOVED FROM FEDERAL FUND
MOVED TO FLEET MANAGEMENT FUND
MOVED TO UNIVERSITIES

NON-BUDGETED ITEMS

FUND BALANCES AT JUNE 30

Transportation Federal
Budget Actual Variance Budget Actual Variance
1ol 156 5
3,181 2,88/ 294
5,693 5,005 688
56,298 51,821 aa(/(
259,909 2Ub,8/(Y 53,030
463 191 202
1,079,205 454,042 624,563 Y/ 1,853 328,649 04Y,204
9,891 4,506 5,385
33 32 1
28,564 25,518 3,046 3,568 1,280 2,288
152,194 152,194
4,004 4,004
0,321 5,983 338
1,586,495 901,041 685,454 991,808 334,658 657,150
1,628,625 943,083 685,542 4,455,795 3,443,392 1,012,403
(625,883) 68,856 694,739 28,642
935 935
935 935
(624,948) 69,791 28,642
647,934 647,934 11,625
(1,890) (1,890) (15,280)
$ 22986 $ 715835 $ 692,849 24,987 $
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Agency Revenue

Budget Actual
3,948 3,102
81,498 75,137

5U

1uu 39
5U,U/8 18,245
4,684 3,6U5
175,929 53,402
230,841 75,291
2,375,943 1,771,753
874,487
140
140
874,627
680,794
(890,286)

S 665135

Variance

240

6,361

oU

bl
31,833
1,079

122,52/
155,550

604,190

113

5 1405957

Totals
Budget Actual Variance
3,948 3,102 24b
Lol 156 5
3,181 2,88/ 294
87,191 80,142 7,049
56,348 51,821 4,52/
259,909 2Ub,8/Y 53,03V
563 230 333
2,107,136 BUL,53b 1,3U5,bUU
9,891 4,506 5,385
33 32 1
36,816 30,403 6,413
152,194 152,194
4,004 4,004
0,321 5,983 338
175,929 53,402 122,52/(
2,809,144 1,310,990 1,498,154
8,460,363 6,158,228 2,302,135
971,985
935 935
140
935 1,075
973,060
1,340,353
(907,456)
$



DEBT SERVICE FUND

The Debt Service Fund accountsfor payment of principal, interest, and administrative fees due on general long-term debt issues of the
Commonwealth, and for the accumulation of financial resources used to make such payments.
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COMMONWEALTH OF KENTUCKY
BALANCE SHEET

DEBT SERVICE FUND

JUNE 30, 1998

(Expressed in Thousands)

ASSETS
CASH AND CASH EQUIVALENTS
CASH WITH FISCAL AGENTS
INVESTMENTS, NET OF AMORTIZATION
RECEIVABLES, NET
INTERFUND RECEIVABLES
TOTAL ASSETS

LIABILITIES AND FUND BALANCE
LIABILITIES:
ACCOUNTS PAYABLE
INTERFUND PAYABLES
DEFERRED REVENUE

TOTAL LIABILITIES

FUND BALANCE:
RESERVED FOR:
REVENUE BOND RETIREMENT
DEPOSIT WITH FISCAL AGENTS
UNRESERVED:
DESIGNATED FOR DEBT SERVICE

TOTAL FUND BALANCE
TOTAL LIABILITIES AND FUND BALANCE
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June 30, 1998

3,452
59,255
300,222
2,625
840
366,394

852
12,032
136

13,020

305,479
21,594

26,301
353,374
366,394



COMMONWEALTH OF KENTUCKY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
DEBT SERVICE FUND

FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

June 30, 1998

REVENUES:
CHARGES FOR SERVICES $ 8,137
INTEREST AND OTHER INVESTMENT INCOME 28,307
OTHER REVENUES 304
TOTAL REVENUES 36,748

EXPENDITURES:

PRINCIPAL RETIREMENT 213,500
INTEREST AND FISCAL CHARGES 222,986
OTHER EXPENDITURES 1,543

TOTAL EXPENDITURES 438,029

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES (401,281)

OTHER FINANCING SOURCES (USES):

OPERATING TRANSFERS IN - GENERAL FUND 205,560
OPERATING TRANSFERS IN - CAPITAL PROJECTS FUND 1,380
OPERATING TRANSFERS IN - OTHER SPECIAL REVENUE FUND 154,424
OPERATING TRANSFERS IN - STATE FAIR BOARD FUND 371
OPERATING TRANSFERS OUT - GENERAL FUND (9,782)
PROCEEDS FROM SALE OF BONDS:
REFUNDING ISSUES 44,264
PAYMENTS TO REFUNDED BOND ESCROW AGENT 0.00
TOTAL OTHER FINANCING SOURCES (USES) 396,217

EXCESS OF REVENUES AND OTHER FINANCING SOURCES

OVER (UNDER) EXPENDITURES AND OTHER FINANCING USES (5,064)
FUND BALANCE AT JULY 1, AS RESTATED 358,438
FUND BALANCE AT JUNE 30 $ 353,374
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CAPITAL PROJECTS FUND

The Capital Projects Fund accountsfor financial resources appropriated by the General Assembly for the acquisition, construction, or
renovation of major capital facilities, and for the acquisition of major equipment other thanthat financed by proprietary funds, certain
trust funds, and university and college funds.
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COMMONWEALTH OF KENTUCKY
BALANCE SHEET

CAPITAL PROJECTS FUND

JUNE 30, 1998

(Expressed in Thousands)

ASSETS
CASH AND CASH EQUIVALENTS
INVESTMENTS, NET OF AMORTIZATION
RECEIVABLES, NET
INTERFUND RECEIVABLES
DUE FROM COMPONENT UNITS
TOTAL ASSETS

LIABILITIES AND FUND BALANCE
LIABILITIES:
ACCOUNTS PAYABLE
INTERFUND PAYABLES
DEFERRED REVENUE

TOTAL LIABILITIES

FUND BALANCE:
RESERVED FOR:
ENCUMBRANCES
CAPITAL OUTLAY
UNRESERVED:
UNDESIGNATED

TOTAL FUND BALANCE
TOTAL LIABILITIES AND FUND BALANCE
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June 30, 1998

32,359
347,721
5,402
4,895

390,377

8,358
853
14,985

24,196

52,384
78,424

235,373
366,181
390,377



COMMONWEALTH OF KENTUCKY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

CAPITAL PROJECTS FUND
FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

REVENUES:
INTERGOVERNMENTAL
INTEREST AND OTHER INVESTMENT INCOME
OTHER REVENUES

TOTAL REVENUES

EXPENDITURES:
CAPITAL OUTLAY:

GENERAL GOVERNMENT
LEGISLATIVE AND JUDICIAL
COMMERCE
EDUCATION AND HUMANITIES
HUMAN RESOURCES
JUSTICE
NATURAL RESOURCES AND ENVIRONMENTAL PROTECTION
PUBLIC PROTECTION AND REGULATION
TRANSPORTATION

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES (USES):
OPERATING TRANSFERS IN
OPERATING TRANSFERS OUT
PROCEEDS FROM SALE OF BONDS :

NEW ISSUES

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES AND OTHER FINANCING SOURCES
OVER (UNDER) EXPENDITURES AND OTHER FINANCING USES

FUND BALANCE AT JULY 1, AS RESTATED

FUND BALANCE AT JUNE 30
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June 30, 1998

300
30,219
2,577

33,096

6,916
22
82,951
17,312
4,859
14,290
2,111
682
5,963

135,106

(102,010)

1,860
(52,668)
80,888
30,080
(71,930)

438,111

366,181



COMMONWEALTH OF KENTUCKY

SCHEDULE OF CONSTRUCTION IN PROGRESS

CAPITAL PROJECTS FUND - (BUDGETARY BASIS)

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

GENERAL GOVERNMENT:
CABINET OF THE GENERAL GOVERNMENT
REVENUE CABINET
FINANCE AND ADMINISTRATION CABINET
CABINET FOR UNIVERSITIES
PERSONNEL CABINET

TOTAL GENERAL GOVERNMENT

LEGISLATIVE AND JUDICIAL:
LEGISLATIVE CABINET

TOTAL LEGISLATIVE AND JUDICIAL

COMMERCE:
CABINET FOR ECONOMIC DEVELOPMENT
TOURISM CABINET

TOTAL COMMERCE

EDUCATION AND HUMANITIES:
EDUCATION, ARTS AND HUMANITIES CABINET
CABINET FOR WORKFORCE DEVELOPMENT

TOTAL EDUCATION AND HUMANITIES

HUMAN RESOURCES:
CABINET FOR HUMAN RESOURCES
CABINET FOR FAMILIES AND CHILDREN
CABINET FOR HEALTH SERVICES

TOTAL HUMAN RESOURCES

JUSTICE:
JUSTICE CABINET

TOTAL JUSTICE

NATURAL RESOURCES AND ENVIRONMENTAL PROTECTION:

NATURAL RESOURCES AND ENVIRONMENTAL
PROTECTION CABINET
TOTAL NATURAL RESOURCES AND
ENVIRONMENTAL PROTECTION

PUBLIC PROTECTION AND REGULATION:

PUBLIC PROTECTION AND REGULATION CABINET

LABOR CABINET

TOTAL PUBLIC PROTECTION AND REGULATION

TRANSPORTATION:
TRANSPORTATION CABINET

TOTAL TRANSPORTATION

UNREDEEMED TREASURY CHECKS

TOTAL PROJECTS
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Appropriations Expenditures Unexpended
To Date Prior Years Current Year Totals Balances
$ 143,641 $ 42,504 % 7,603 $ 50,107 $ 93,534
749 749 0 749 0
297,211 123,507 13,458 136,965 160,246
2,492,665 841,680 65,487 907,167 1,585,498
1,600 0 842 842 758
2,935,866 1,008,440 87,390 1,095,830 1,840,036
3,524 3,217 22 3,239 285
3,524 3,217 22 3,239 285
107,736 44,005 25,650 69,655 38,081
247,830 86,718 59,620 146,338 101,492
355,566 130,723 85,270 215,993 139,573
64,016 26,761 14,351 41,112 22,904
62,124 41,884 3,765 45,649 16,475
126,140 68,645 18,116 86,761 39,379
10,135 10,135 10,135 0
18,117 7,524 3,774 11,298 6,819
27,270 22,215 1,053 23,268 4,002
55,522 39,874 4,827 44,701 10,821
130,249 73,288 14,499 87,787 42,462
130,249 73,288 14,499 87,787 42,462
54,114 14,814 2,518 17,332 36,782
54,114 14,814 2,518 17,332 36,782
7,670 922 312 1,234 6,436
2,063 1,793 260 2,053 10
9,733 2,715 572 3,287 6,446
44,844 24,137 5,974 30,111 14,733
44,844 24,137 5,974 30,111 14,733
100 100
$ 3,715,558  $ 1,365,853 $ 219,288 $ 1,585,141 $ 2,130,517



ENTERPRISE FUNDS

The Enter prise Funds - account for those public corporations empowered by the Kentucky Revised Statutes (KRS) to provide certain
services to the citizens of Kentucky and the operation of State agencies that provide goods or services to the general public on a user
charge basis. The State enterprise operations are described below.

State Parks Fund - accounts for revenues earned and expenses incurred in the commercial operations of the
Department of Parks.

Kentucky L ottery Cor por ation - empowered by KRS 154A to administer the Kentucky statelottery created pursuant
to amended Section 226 of the Constitution of Kentucky as ratified by the voters of the Commonwealth.

Industries for the Blind Fund - accounts for revenues earned and expenses incurred in the commercial operations
of the Department for the Blind.

State Hor se Park Fund - accounts for revenues earned and expenses incurred in the commercial operations of the
Kentucky Horse Park.

Insurance Administration Fund - accounts for insurance risk pools operated by the State. These include:

Kentucky Kare - a self insured health care plan offered to employees of the State, local boards of
education, local health departments, and retirees under the age of 65.

Workers Compensation Special Fund - provides benefits for workers with illnesses which are not
attributable to one employer.

Coal WorkersPneumoconiosisFund - providesbenefitsfor workerswith pneumoconiosisresulting
from exposure to coal dust created in the severance or processing of coal.

Petroleum Storage Tank Environmental Assurance Program - providesfor theclean-up of leaking
underground storagetanksin amountsthat exceed theinsurance coveragerequired of theownersand
operators.

MineSubsidencel nsuranceProgram- providescoverageagainstlossesarising out of or duetomine
subsidence within this state.

Bond Pool Program - provides coverage to reclaim surface mined land when the permit holder has
forfeited bonds posted for such purpose.
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COMMONWEALTH OF KENTUCKY

COMBINING BALANCE SHEET
ENTERPRISE FUNDS

JUNE 30, 1998

(Expressed in Thousands)

ASSETS
CASH AND CASH EQUIVALENTS
INVESTMENTS, NET OF AMORTIZATION
RECEIVABLES, NET
INTERFUND RECEIVABLES
INTEREST RECEIVABLE
INVENTORIES
PREPAID EXPENSES

TOTAL CURRENT ASSETS

OTHER ASSETS:
LONG TERM INVESTMENTS
LONG-TERM RECEIVABLES

TOTAL OTHER ASSETS

FIXED ASSETS:
LAND
IMPROVEMENTS OTHER THAN BUILDINGS
BUILDINGS
MACHINERY AND EQUIPMENT
LESS: ACCUMULATED DEPRECIATION
CONSTRUCTION IN PROGRESS

TOTAL FIXED ASSETS, NET
TOTAL ASSETS

LIABILITIES AND FUND BALANCE

CURRENT LIABILITIES:

ACCOUNTS PAYABLE

INTERFUND PAYABLES

CLAIMS LIABILITY

CLAIMS ADJUSTMENT LIABILITY

CAPITAL LEASE OBLIGATIONS

NOTES PAYABLE

LONG-TERM DEBT

COMPENSATED ABSENCES

DEFERRED REVENUE

TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES:
CLAIMS LIABILITY
CLAIMS ADJUSTMENT LIABILITY
CAPITAL LEASE OBLIGATIONS
NOTES PAYABLE
COMPENSATED ABSENCES
OTHER LIABILITIES

TOTAL LONG-TERM LIABILITIES
TOTAL LIABILITIES

FUND EQUITY:
CONTRIBUTED CAPITAL
RETAINED EARNINGS:
UNRESERVED
TOTAL FUND EQUITY
TOTAL LIABILITIES AND FUND EQUITY

Kentucky Industries
State Lottery for the Horse Insurance Totals
Parks Corporation Blind Park Administration June 30, 1998
5221 § 27,379 $ 34 3 423 $ 104,463 $ 137,520
36,622 36,622
600 19,451 89 208 20,452 40,800
131 23 5 4 163
3,568 3,568
2,660 238 149 410 3,457
3 321 1 325
8,615 84,011 295 1,047 128,487 222,455
3,809 351,977 385 51 452,329 808,551
3,988 3,988
3,809 355,965 385 51 452,329 812,539
11,120 423 50 2,954 14,547
43,478 308 13,752 57,538
87,415 7,013 988 14,678 110,094
9,428 21,759 139 2,470 1,529 35,325
(72,673) (16,544) (815) (19,774) (683) (110,489)
72,592 17 606 73,215
151,360 12,976 362 14,686 846 180,230
163,784 $ 452,952 $ 1,042 $ 15,784 $ 581,662 $ 1,215,224
2,479 § 6,264 $ 105 $ 277 $ 7,021 $ 16,146
370 3 33 2,066 2,472
194,362 194,362
5,569 5,569
92 92
1,356 1,356
55,111 55,111
2,058 575 25 240 862 3,760
19 4 165 1,323 1,511
5,018 63,306 137 715 211,203 280,379
1,413,729 1,413,729
61,532 61,532
5 5
4,413 4,413
2,201 26 197 617 3,041
1,060 317,884 318,944
3,266 322,297 26 197 1,475,878 1,801,664
8,284 385,603 163 912 1,687,081 2,082,043
107,557 14,285 121,842
47,943 67,349 879 587 (1,105,419) (988,661)
155,500 67,349 879 14,872 (1,105,419) (866,819)
163,784 15784 $ 581,662 $ 1,215,224

3 45205
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS

ENTERPRISE FUNDS
FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

OPERATING REVENUES:
CHARGES FOR SERVICES
INTEREST AND OTHER INVESTMENT INCOME
LOTTERY PROCEEDS
OTHER REVENUES

TOTAL OPERATING REVENUES

OPERATING EXPENSES:
PERSONAL EXPENSES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
DEPRECIATION AND AMORTIZATION
TRAVEL
CLAIMS EXPENSE
CLAIMS ADJUSTMENT EXPENSE
PRIZE EXPENSE
OTHER EXPENSES

TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)
NONOPERATING REVENUES (EXPENSES)
GAIN (LOSS) ON SALE OF FIXED ASSETS
INTEREST AND OTHER INVESTMENT INCOME
CHANGE IN ACTUARIAL ESTIMATE

INTEREST EXPENSE
OTHER REVENUES (EXPENSE)

TOTAL NONOPERATING REVENUES (EXPENSES)

INCOME (LOSS) BEFORE OPERATING TRANSFERS

OPERATING TRANSFERS IN
OPERATING TRANSFERS OUT

NET INCOME (LOSS)

ADD DEPRECIATION ON FIXED ASSETS
ACQUIRED BY CAPITAL GRANTS

INCREASE (DECREASE) IN RETAINED EARNINGS

RETAINED EARNINGS AT JULY 1, AS RESTATED

RETAINED EARNINGS AT JUNE 30

Kentucky Industries
State Lottery for the Horse Insurance Totals
Parks Corporation Blind Park Administration June 30, 1998
44,325  $ $ 1121 $ 3,926 $ 246,684 $ 296,056
48,522 48,522
584,989 584,989
367 2 20 15,121 15,510
44,692 584,989 1,123 3,946 310,327 945,077
42,198 9,960 1,076 3,537 23,491 80,262
9,860 957 182 969 2,287 14,255
20,165 181 825 1,773 1,478 24,422
25 151 176
3,898 2,114 30 497 209 6,748
317 612 2 31 414 1,376
66 263,116 263,182
260 260
350,080 350,080
65,608 234 65,842
76,529 429,512 2,266 6,807 291,489 806,603
(31,837) 155,477 (1,143) (2,861) 18,838 138,474
(58) (16) (74)
61 25,451 1 25,513
(11) (320) (331)
2 1 3
(6) 25,131 2 (16) 25,111
(31,843) 180,608 (1,141) (2,861) 18,822 163,585
31,889 900 2,331 19,111 54,231
(1,285) (153,000) (9,241) (163,526)
(1,239) 27,608 (241) (530) 28,692 54,290
1,456 455 1,911
217 27,608 (241) (75) 28,692 56,201
47,726 39,741 1,120 662 (1,134,111) (1,044,862)
47,943 ¢ 67,349 $ 879 $ 587 $ (1,105,419) $ (988,661)
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COMMONWEALTH OF KENTUCKY
COMBINING STATEMENT OF CASH FLOWS
ENTERPRISE FUNDS

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
CASH RECEIVED FROM CUSTOMERS - PUBLIC
CASH RECEIVED FROM CUSTOMERS - STATE
CASH PAYMENTS TO SUPPLIERS FOR GOODS AND SERVICES
CASH PAYMENTS FOR EMPLOYEE SALARIES AND BENEFITS
CASH PAYMENTS FOR CLAIMS EXPENSE
CASH PAYMENTS (TO) FROM OTHER SOURCES

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
OPERATING TRANSFERS-IN FROM OTHER FUNDS
OPERATING TRANSFERS-OUT TO OTHER FUNDS

NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
ACQUISITION AND CONSTRUCTION OF CAPITAL ASSETS
PRINCIPAL PAID ON REVENUE BOND MATURITIES AND EQUIPMENT CONTRACTS
INTEREST PAID ON REVENUE BOND AND EQUIPMENT CONTRACTS
PROCEEDS FROM SALE OF EQUIPMENT

NET CASH USED FOR CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
PURCHASE OF INVESTMENT SECURITIES

PROCEEDS FROM SALE AND MATURITIES OF INVESTMENT SECURITIES
INTEREST AND DIVIDENDS ON INVESTMENTS

NET CASH USED IN INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:
OPERATING INCOME (LOSS)

ADJUSTMENTS TO RECONCILE OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
DEPRECIATION AND AMORTIZATION

INTEREST AND OTHER INVESTMENT INCOME

MISCELLANEOUS NONOPERATING INCOME (EXPENSE)
CHANGE IN ASSETS AND LIABILITIES:
(INCREASE) DECREASE IN ASSETS
RECEIVABLES, NET
INTERFUND RECEIVABLES
INVENTORIES
PREPAID EXPENSES
OTHER ASSETS
INCREASE (DECREASE) IN LIABILITIES
ACCOUNTS PAYABLE
INTERFUND PAYABLES
CLAIMS LIABILITY
CLAIMS ADJUSTMENT LIABILITY
COMPENSATED ABSENCES
OTHER LIABILITIES
DEFERRED REVENUE

NET CASH PROVIDED BY OPERATING ACTIVITIES

State
Parks

43,220
1,281
(31,024)
(42,266)
(66)
369

Lottery

Corporation

(28,486)

582,324

(61,968)
(9,960)
(350,080)

31,889
(1,285)

160,316

30,604

(153,000)

(811)

(1)

(153,000)

(822)

(4,027)

(1,018)

(320)
15

208
61

(5,350)

269

(40,542)
40,229
1,792

1,565
3,656

1,479

5,221

3,445
23,934

(31,837)

3,898

90

91

10

(942)
(751)

274

()

27,379

(28,486)

155,477

2,114

(2,704)
1,652

(12)
2,260

1,487

42

160,316

THROUGH CONTRIBUTED CAPITAL, STATE PARKS, AND HORSE PARK ACQUIRED FIXED ASSETS COSTING $35,474,(000), AND $339,(000), RESPECTIVELY.
THROUGH CAPITAL LEASES STATE PARKS ACQUIRED FIXED ASSETS COSTING $10,(000), WITH PRINCIPAL AND INTEREST PAYMENTS OF $2,(000) AND

$1,(000) RESPECTIVELY.

FOR THE LOTTERY CORPORATION, THE ACCRETION OF INTEREST ON GRAND PRIZE INVESTMENTS, WHICH ALSO INCREASED THE ESTIMATED

PRIZE LIABILITY, TOTALED APPROXIMATELY $22,835(000) FOR THE YEAR.
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Industries for
the Blind

293
1,012

(852)

(1,079)

(148)

Horse

Park

(774)

3,927
100

(2,871)

(3,528)

20

900

(2,352)

900

2,331

2,331

()]

(139)

@)

(139)

(13)
47

34

(15)
438

(1,143)

30

188

(5)
79

73

()

423

(774)

(2,861)

497

(18)

15
(43)

(42)
(48)

40

104

(2,352)

125

Insurance

Administration

250,839

(3.973)

(23,078)

(297,020)
5,500

Totals

June 30,1998

(67,732)

880,603
2,393
(100,688)
(79,911)
(647,166)
5,741

11,870
(3,118)

60,972

8,752

46,990
(157,403)

(330)

(110,413)

(330)

(5,169)

(1,018)

(331)
15

(20,111)
44,548
61,121

(6,503)

85,558

(60,792)
84,992
62,974

26,248
78,215

87,174

104,463

31,230
106,290

18,838

209
(59,412)
(16)

3,033
2,013
28

1,306
(300)
(34,303)
260
17

595

137,520

(67,732)

138,474

6,748
(59,412)
(13)

589
2,114
2,400

2
2,260

1,882

(1,096)

(34,303)
260
372

695

60,972




COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN FUND EQUITY
BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED ENTERPRISE FUNDS

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

State Parks

Industries For The Blind

Budget Actual Variance Budget

REVENUES:
LICENSES, FEES, AND PERMITS $ $ $
CHARGES FOR SERVICES 40,794
FINES AND FORFEITS 2
INTEREST AND OTHER INVESTMENT INCOME 46
OTHER REVENUES 417
TRANSFERS IN (INTERFUND) 62
TRANSFERS IN (INTRAFUND) 35

Actual Variance

TOTAL REVENUES 41,356

$ $
1,203

EXPENSES:
GENERAL GOVERNMENT:
OFFICE OF THE ATTORNEY GENERAL
PERSONNEL CABINET
FINANCE AND ADMINISTRATION
COMMERCE 43,392 40,669
EDUCATION AND HUMANITIES
NATURAL RESOURCES AND
ENVIRONMENTAL PROTECTION:
DEPT FOR SURFACE MINING
RECLAMATION & ENFORCEMENTS
DEPARTMENT FOR SURFACE MINING
RECLAMATION AND ENFORCEMENT
PUBLIC PROTECTION AND REGULATION:
SECRETARY'S OFFICE
DEPARTMENT OF INSURANCE
LABOR CABINET:
KENTUCKY OCCUPATIONAL SAFETY &
HEALTH REVIEW COMMISSION
DEPARTMENT OF WORKPLACE
STANDARDS
DEPARTMENT OF WORKERS CLAIMS
WORKERS COMPENSATION FUNDING
COMMISSION

1,205

2,723
1,905

TOTAL EXPENSES 43,392 40,669

1,196

709

2,723 1,905

EXCESS OF REVENUES OVER
(UNDER) EXPENSES 687

FUND BALANCES/FUND EQUITY AT JULY 1 101,169

NON-BUDGETED ITEMS (124)
FIXED ASSET ALLOCATION 25,662

1,196

709

FUND BALANCES/FUND EQUITY AT JUNE 30 $ $ 127,394 $

849

(55

126

$ 803 $




Horse Park Insurance Administration Totals
Budget Actual Variance Budget Actual Variance Budget Actual Variance
$ $ $ $ 14 % $ 14 %
4,023 59,615 105,635
1 634 637
9,672 9,718
22 87,223 87,664
13 61,779 61,854
267,297 267,332
4,059 486,234 532,854
6,557 3,890 2,667 6,557 3,890 2,667
334 317 17 334 317 17
864 854 10 864 854 10
3,941 3,936 5 47,333 44,605 2,728
1,905 1,196 709
702 420 282 702 420 282
41,012 29,466 11,546 41,012 29,466 11,546
364 195 169 364 195 169
294 285 9 294 285 9
203,568 129,826 73,742 203,568 129,826 73,742
15,182 12,888 2,294 15,182 12,888 2,294
227,498 144,430 83,068 227,498 144,430 83,068
3,941 3,936 5 496,375 322,571 173,804 545,613 368,372 177,241
123 163,663 164,482
15,047 160,895 277,960
(130,719) (130,843)
112 (1,837) 23,882
$ 15,282 $ $ $ 192,002 $ $ 335,481 $
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INTERNAL SERVICE FUNDS

Internal Service Funds account for the financing of goods and services provided on a cost reimbursement basis by one agency of the
Commonwealth to other state agencies or governments. Kentucky uses the following Internal Service Funds:

Fleet Management Fund - accounts for expenses incurred and reimbursements received by the Transportation
Cabinet for the management and maintenance of the state's motor vehicle fleet.

Computer Services Fund - accounts for expenses incurred and reimbursements received by the Department of
Information Systems for computer and related data processing services.

Central StoresFund - accountsfor expensesincurred and reimbursements received by the Finance and Administra-
tion Cabinet's Central Stores operation.

Telecommunications Fund - accounts for expenses incurred and reimbursements received by the Finance and
Administration Cabinet'sDivision of Telecommunicationsfor Kentucky Emergency Warning System, telephone, and
other communication services.

Prison Industries Fund - accounts for expenses incurred and reimbursements received by the Correction Cabinet's
industrial prison operations.

Central Printing Fund - accounts for expenses incurred and reimbursements received by the Finance and
Administration Cabinet's Division of Printing.

Property Management Fund - accounts for expenses incurred and reimbursements received by the Finance and
Administration Cabinet's space rental and maintenance operation.

Risk Management Fund - accounts for the self insurance operations of the State which include:

Fireand Tornado I nsurance Program - accounts for monies received by the Department of Insurance from
State agencies and expended for insuring State property against loss from fires, tornadoes, etc.

StateWorkers Compensation Program - accountsfor moniesreceived by the Department of Personnel from
State agencies and expended for claims for job related injuries to State employees.

Transportation Cabinet's Self-Insured Workers' Compensation Trust Program - provides workers com-
pensation insurance for the employees of the Transportation Cabinet.
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COMMONWEALTH OF KENTUCKY
COMBINING BALANCE SHEET
INTERNAL SERVICE FUNDS

JUNE 30, 1998

(Expressed in Thousands)

ASSETS
CURRENT ASSETS:
CASH AND CASH EQUIVALENTS
RECEIVABLES, NET
INTERFUND RECEIVABLES
INVENTORIES
PREPAID EXPENSES

TOTAL CURRENT ASSETS

OTHER ASSETS:
LONG-TERM INVESTMENTS

TOTAL OTHER ASSETS

FIXED ASSETS:
LAND
IMPROVEMENTS OTHER THAN BUILDINGS
BUILDINGS
MACHINERY AND EQUIPMENT
LESS: ACCUMULATED DEPRECIATION
CONSTRUCTION IN PROGRESS

TOTAL FIXED ASSETS, NET
TOTAL ASSETS

LIABILITIES AND FUND EQUITY

LIABILITIES:

CURRENT LIABILITIES:
ACCOUNTS PAYABLE
INTERFUND PAYABLES
CLAIMS LIABILITY
CAPITAL LEASE OBLIGATIONS
COMPENSATED ABSENCES
DEFERRED REVENUE

TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES:
CLAIMS LIABILITY
CAPITAL LEASE OBLIGATIONS
COMPENSATED ABSENCES
TOTAL LONG-TERM LIABILITIES

TOTAL LIABILITIES

FUND EQUITY:
CONTRIBUTED CAPITAL
RETAINED EARNINGS:
UNRESERVED
TOTAL FUND EQUITY
TOTAL LIABILITIES AND FUND EQUITY

Fleet Computer Central
Management Services Stores

142 670

29 195

357 4,838

351

751

528 6,805

1,634 1,391

1,634 1,391

356

6,920

70,986 62,917

(37,274) (61,653)

33,712 8,540

35,874 16,736

287 4,314

214 908

1,759 352

2,080

17 2,023

2,277 9,677

3,352 178

1,644

3,352 1,822

5,629 11,499
11,067

19,178 5,237

30,245 5,237

35,874 16,736
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Prison
Industries

1,153

204
2,058
3,434

Totals
June 30, 1998

6,849

4,878
1,854
7,793
4,073
1,377

819

19,975

819

768

2,760
3,846
(4,238)

10

24,725

24,725

3,146

1,037
367
10,435
140,736

(105,607)

10

10,814

713
56

171
329

46,978

91,678

1,269

8,049
3,790
13,914
2,150
3,004
2,450

166

33,357

166

1,435

62,689
3,537
2,506

68,732

238

9,141

102,089

9,379

10,814

11,797

(22,208)

(10,411)

Central Property Risk
Printing Management Management
246 988 1,679
12 103 1,311
352 175 13
288
626
898 1,266 3,629
175 709 19,997
175 709 19,997
269
11
755
1,544 1,443
(1,268) (1,174)
276 1,304
1,349 3,279 23,626
227 796 1,712
4 175 2,433
13,914
39
157 574 22
2 7 72
429 1,552 18,153
62,689
7
156 540
163 540 62,689
592 2,092 80,842
492
757 695 (57,216)
757 1,187 (57,216)
1,349 3,279 23,626
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS

INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

Fleet Computer Central
Management Services Stores
OPERATING REVENUES:
CHARGES FOR SERVICES $ 18,659 44,402 3,559
OTHER REVENUES 111 8
TOTAL OPERATING REVENUE 18,770 44,410 3,559
OPERATING EXPENSES:
PERSONAL SERVICES 1,474 29,196 143
UTILITIES, RENTALS, AND OTHER SERVICES 2,360 9,965 322
COMMODITIES AND SUPPLIES 4,743 1,235 3,929
GRANTS AND SUBSIDIES
DEPRECIATION AND AMORTIZATION 8,460 2,484
TRAVEL 2 161
REINSURANCE EXPENSE
CLAIMS EXPENSE
TOTAL OPERATING EXPENSES 17,039 43,041 4,394
OPERATING INCOME (LOSS) 1,731 1,369 (835)
NONOPERATING REVENUES (EXPENSES):
GAIN (LOSS) ON SALE OF FIXED ASSETS 854 (21)
INTEREST AND OTHER INVESTMENT INCOME
INTEREST EXPENSE (310) (144)
OTHER REVENUE (EXPENSES)
TOTAL NONOPERATING REVENUES AND EXPENSES 544 (165)
INCOME (LOSS) BEFORE OPERATING TRANSFERS 2,275 1,204 (835)
OPERATING TRANSFERS IN
OPERATING TRANSFERS OUT (435)
NET INCOME (LOSS) 2,275 769 (835)
ADD DEPRECIATION ON FIXED ASSETS
ACQUIRED BY CAPITAL GRANTS 5,725
INCREASE (DECREASE) IN RETAINED EARNINGS 8,000 769 (835)
RETAINED EARNINGS AT JULY 1, AS RESTATED 11,178 4,468 1,790
RESIDUAL EQUITY TRANSFER IN (OUT) (955)
RETAINED EARNINGS AT JUNE 30 $ 19,178 5,237
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Prison
Industries

12,545
14

12,559

Totals
June 30, 1998

2,858
652
7,483
755
312
57

124,278
624

12,117

124,902

442

46,733
23,028
21,187
758
11,530
374
1,860
18,222

(38)

123,692

(32)

1,210

410

793

(460)

416

42

339

458

8,683

1,549

2,828
(3,556)

9,141

821

5,793

Central Property Risk
Printing Management Management
4,922 15,404 24,787
1 87 403
4,923 15,491 25,190
2,224 9,688 1,150
1,409 7,005 1,315
1,384 2,379 34
3
121 153
1 134 19
1,860
1 18,221
5,139 19,363 22,599
(216) (3,872) 2,591
3 1
(6)
©) 1
(225) (3,871) 2,591
84 2,738
(83) (490) (2,548)
(224) (1,623) 43
26
(224) (1,597) 43
981 2,292 (57,259)
757 695 (57,216)

6,614

(27,867)
(955)
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COMMONWEALTH OF KENTUCKY
COMBINING STATEMENT OF CASH FLOWS
INTERNAL SERVICE FUNDS

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
CASH RECEIVED FROM CUSTOMERS - PUBLIC
CASH RECEIVED FROM CUSTOMERS - STATE
CASH PAYMENTS TO SUPPLIERS FOR GOODS AND SERVICES
CASH PAYMENTS FOR EMPLOYEE SALARIES AND BENEFITS
CASH PAYMENTS FOR CLAIMS EXPENSE
CASH PAYMENTS (TO) FROM OTHER SOURCES

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
RESIDUAL EQUITY TRANSFER IN (OUT)
OPERATING TRANSFERS-IN FROM OTHER FUNDS
OPERATING TRANSFERS-OUT TO OTHER FUNDS

NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
ACQUISITION AND CONSTRUCTION OF CAPITAL ASSETS
PRINCIPAL PAID ON REVENUE BOND MATURITIES AND EQUIPMENT CONTRACTS
INTEREST PAID ON REVENUE BOND AND EQUIPMENT CONTRACTS
PROCEEDS FROM SALE OF EQUIPMENT

NET CASH USED FOR CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOW FROM INVESTING ACTIVITIES:
PURCHASE OF INVESTMENT SECURITIES
PROCEEDS FROM SALE AND MATURITIES OF INVESTMENT SECURITIES
INTEREST AND DIVIDENDS ON INVESTMENTS

NET CASH USED IN INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:
OPERATING INCOME (LOSS)

ADJUSTMENTS TO RECONCILE OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
DEPRECIATION AND AMORTIZATION

INTEREST AND OTHER INVESTMENT INCOME

MISCELLANEOUS NONOPERATING INCOME (EXPENSES)
CHANGE IN ASSETS AND LIABILITIES:
(INCREASE) DECREASE IN ASSETS
RECEIVABLES, NET
INTERFUND RECEIVABLES
INVENTORIES
PREPAID EXPENSES
OTHER ASSETS
INCREASE (DECREASE) IN LIABILITIES
ACCOUNTS PAYABLE
INTERFUND PAYABLES
CLAIMS LIABILITY
COMPENSATED ABSENCES
OTHER LIABILITIES
DEFERRED REVENUE

NET CASH PROVIDED BY OPERATING ACTIVITIES

Fleet Computer Central
Management Services Stores
119 $
19,251 45,155 3,596
(7,263) (11,403) (3,078)
(1,472) (29,114) (210)
111 8
10,627 4,765 308
(955)
(435)
(435) (955)
(9,763) (1,894)
(1,671) (3,019)
(310) (144)
853 170
(10,891) (5,057) 170
(176) (195)
224
(176) (195) 224
(440) (922) (253)
582 1,592 253
142 670 $
1,731 1,369 $ (835)
8,460 2,484
107 &N 11
485 (1,122) 28
121 1,483
(497)
(347) 841 (294)
187 (668) (16)
243 (67)
4 1,995 0]
10,627 4,765 $ 308

THROUGH CONTRIBUTED CAPITAL PROPERTY MANAGEMENT ACQUIRED ASSETS COSTING $39,(000). THROUGH CAPITAL LEASES
COMPUTER SERVICES ACQUIRED FIXED ASSETS COSTING $671,(000), WITH PRINCIPAL AND INTEREST PAYMENTS OF $161,(000) AND

$14,(000), RESPECTIVELY.
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Prison

Industries

Central

Printing

Risk

Totals

13,708
(8,819)
(2,890)

(735)

5423
(3,224)
(2,185)

1,264

15

84
(83)

(317)

(44
(38)
(6)

(317)

(88)

(377)

49

(377)

49

576
577

(23)
269

1,153

246

442

312

50
830
(479)

(191)
(14)

25

283

(216)

121

59
561
17

(50)
(398)

40

(109)

1,264

15

Management Management June 30, 1998

22 141
16,138 25,652 128,923
(9,048) (1,718) (44,553)
(9,702) (1,089) (46,662)
@ (16,713) (16,714)

84 (2,400) (2,931)
(2,507) 3,732 18,204
(955)

2,738 2,828
(490) (2,548) (3,556)
2,248 (2,548) (1,683)
(79) (12,097)
(4,728)

(460)

1,023

(79) (16,262)
(5,310) (6,058)

352 625
467 467

352 (4,843) (4,966)
14 (3,659) (4,707)
974 5,338 9,585
988 1,679 4,878
(3,872) 2,591 1,210
153 11,530
(467) (467)

6

20 772 1,018
735 64 1571
1,142
23 (474)

216 (5) 170
120 (376) (1,165)
1,110 1,110

120 361

1 20 2,192
(2,507) 3,732 18,204




COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN FUND EQUITY
BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED INTERNAL SERVICE FUNDS

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

TRANSPORTATION - FLEET MANAGEMENT
REVENUES:
OTHER REVENUES

TOTAL REVENUES

EXPENSES:

EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1

FIXED ASSET ALLOCATIONS

FUND EQUITY AT JUNE 30
GENERAL GOVERNMENT - COMPUTER SERVICES
REVENUES:

CHARGES FOR SERVICES

OTHER REVENUES

TRANSFERS IN (INTERFUND)

TOTAL REVENUES
EXPENSES:
EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1
NON-BUDGETED ITEMS
FIXED ASSET ALLOCATIONS
RESIDUAL EQUITY TRANSFERS

FUND EQUITY AT JUNE 30
GENERAL GOVERNMENT - CENTRAL STORES
REVENUES:

CHARGES FOR SERVICES

TOTAL REVENUES

EXPENSES:

EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1

NON-BUDGETED ITEMS

FIXED ASSET ALLOCATIONS

RESIDUAL EQUITY TRANSFERS
FUND EQUITY AT JUNE 30
JUSTICE - PRISON INDUSTRIES
REVENUES:

LICENSES, FEES, AND PERMITS

CHARGES FOR SERVICES

INTEREST AND OTHER INVESTMENT INCOME

OTHER REVENUES

TRANSFERS IN (INTERFUND)

TOTAL REVENUES

EXPENSES:

EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1

NON-BUDGETED ITEMS

FIXED ASSET ALLOCATIONS

FUND EQUITY AT JUNE 30

Budget

$ $
21,033

$ $

$ $
47,759

$ $

$ $
9,364

$ $

$ $
14,067

$ $

136

Actual

20,209
20,209
20,398

(189)
2,205
32,895
34,911

45,485
13
1

45,499
44,758
741
11,338

(435)

(3,372)
2,785

11,057

3,560
3,560
3,245
315
645
31

(36)

(955)
0

12,348

17

12,378
12,757
(379)
6,875
(1)
(417)
6,078

Variance
$
635

$
$

3,001
$
$

6,119
$
$

1,310
$



GENERAL GOVERNMENT - CENTRAL PRINTING
REVENUES:

CHARGES FOR SERVICES

OTHER REVENUES

TRANSFERS IN (INTERFUND)

TOTAL REVENUES

EXPENSES:

EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1

FIXED ASSET ALLOCATIONS

FUND EQUITY AT JUNE 30

GENERAL GOVERNMENT - PROPERTY MANAGEMENT
REVENUES:

CHARGES FOR SERVICES

OTHER REVENUES

TRANSFERS IN (INTERFUND)

TOTAL REVENUES

EXPENSES:

EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1

FIXED ASSET ALLOCATIONS

FUND EQUITY AT JUNE 30

GENERAL GOVERNMENT - RISK MANAGEMENT
REVENUES:

CHARGES FOR SERVICES

INTEREST AND INVESTMENT INCOME

OTHER REVENUES

TRANSFERS IN (INTRAFUND)

TOTAL REVENUES

EXPENSES:

PERSONNEL CABINET

DEPARTMENT OF INSURANCE

TOTAL EXPENSES
EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1
NON-BUDGETED ITEMS
FIXED ASSET ALLOCATIONS
FUND EQUITY AT JUNE 30

TOTALS
REVENUES:
LICENSES, FEES, AND PERMITS
CHARGES FOR SERVICES
INTEREST AND OTHER INVESTMENT INCOME
OTHER REVENUES
TRANSFERS IN
TOTAL REVENUES
EXPENSES:
TRANSPORTATION
GENERAL GOVERNMENT
JUSTICE
PUBLIC PROTECTION AND REGULATION
TOTAL EXPENSES
EXCESS OF REVENUES OVER (UNDER) EXPENSES
FUND EQUITY AT JULY 1
NON-BUDGETED ITEMS
FIXED ASSET ALLOCATIONS
RESIDUAL EQUITY TRANSFERS
FUND EQUITY AT JUNE 30
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Budget

5,726

17,990

16,879
537

17,416

21,033
97,718
14,067
537
133,355

Actual
$ 4,814

4818
5,092

274)
1,699

(321)

$ 1,104

$ 15,404

495
15,092
16,847

(855)
4,026

(322)

$ 2,849

$ 16,476
446

6,357

1,560

24,839

14,196
511

14,707

10,132

17,001

(7,826)

(22)

S 10285

$ 6
98,087

447

26,691

2,064

127,295

20,398
84,138
12,757
511
117,804
9,491
43,789
(8,231)
28,405
1,830
T 757284

Variance

634

1,143

2,683
26

2,709

635
13,580
1,310
26
15,551



TRUST AND AGENCY FUNDS

Kentucky utilizes four typesof Trust and Agency Fundsto account for assets held as trustee or agent for individuals, private
organizations, or other governments as follows:

ExpendableTrust Fundsaccount for assetsheld by the Commonweal th asalegal trusteewhen both principal andinterest
may be expended for designated purposes. Kentucky uses the following Expendable Trust Funds:

Unemployment Compensation Fund - accounts for assessed employer contributions and rel ated unemploy-
ment compensation payments.

Special Benefits Fund - accountsfor other fiduciary moniesto be expended only for designated operations.

Pension Trust Fundsaccount for moniesreceived for and expensesincurred by thevariouspublic employeretirement
systems administered by the State. Kentucky uses the following Pension Trust Funds:

Kentucky Employes Retirement System Fund - accountsfor revenues and expenses of the retirement system
which covers substantially all regular full-time employes of any State department, board or agency directed
by Executive Order to participate in the system.

State Police Retirement System Fund - accounts for revenues and expenses of the retirement system which
coverssubstantially all regular full-time officers of the Kentucky State Police.

County EmployesRetirement System Fund - accountsfor revenuesand expensesof theretirement systemthat
covers substantially all regular full-time employees of each county, local school board, and additional local
agencies electing to participate in the System.

Kentucky Retirement System| nsuranceFund - accountsfor accident and healthinsurance benefitsfor members
of the Kentucky Employes, State Police and County Employes Retirement Systems.

Teachers Retirement System Fund- accountsfor revenuesand expensesof theretirement systemwhich covers
substantially all persons occupying positions in the public elementary and secondary schools for which a
certificateisrequired, faculty members of fiveregional universities, the Commissioner of Education and the
professional staff members of the Department of Education.

Judicial Retirement System Fund - accountsfor revenues and expenses of the retirement system that covers
all District Judges, Circuit Judges, Judges of the Court of Appeals, and Judges of the Supreme Court.

Legidators Retirement System Fund - accountsfor revenuesand expensesof theretirement systemthat covers
all membersof the General Assembly.
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Agency Fundsaccount for monieshel d by the Commonwealthfor custodial purposesonly. Kentucky usesthefollowing
Agency Funds:

Kentucky Health Purchasing Alliance - accounts for insurance premiums collected from various state and local
government units through athird party administrator.

Commonwealth Choice - accounts for flexible benefits spending accounts.
County Sinking Fund - accountsfor moniesgenerated through the sal e of bondsfor specific usesby the counties.

Special Deposit Trust Fund - accountsfor monieshel d by the Commonweal th and earmarked for specific purposes
such as employee withholdings.
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COMMONWEALTH OF KENTUCKY
COMBINING BALANCE SHEET
ALL TRUST AND AGENCY FUNDS
JUNE 30, 1998

(Expressed in Thousands)

ASSETS

CASH AND CASH EQUIVALENTS
CASH WITH FISCAL AGENTS
CASH ON DEPOSIT WITH FEDERAL GOVERNMENT
INVESTMENTS, NET OF AMORTIZATION
RECEIVABLES, NET
INTERFUND RECEIVABLES
PREPAID EXPENSES
BUILDINGS

TOTAL ASSETS

LIABILITIES AND FUND EQUITY
LIABILITIES:
ACCOUNTS PAYABLE
INTERFUND PAYABLES
AMOUNTS HELD IN CUSTODY FOR OTHERS
DEFERRED REVENUE
OTHER LIABILITIES

TOTAL LIABILITIES

FUND EQUITY
FUND BALANCE:
RESERVED FOR:
EMPLOYEE RETIREMENT SYSTEMS
RETIREE'S HEALTH INSURANCE
UNRESERVED:
UNDESIGNATED

TOTAL FUND EQUITY
TOTAL LIABILITIES AND FUND EQUITY

Expendable Trust Funds

Unemployment
Compensation

584

615,385

30,921

646,895

1,781

33,088

34,871

612,024

612,024

646,895
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Special Pension
Benefits Trust
23,917 1,547,709
656,747 23,016,538
4,149 230,342
16,618
179
2,583
701,431 24,797,351
7,556 62,588
1,197
2,474
1,937,105
11,227 1,999,693
22,096,895
700,763
690,204
690,204 22,797,658
701,431 24,797,351




Agency Funds

Kentucky Health
Purchasing Alliance

2,471

Commonwealth

Choice Program

2,471

6,325

County
Sinking Fund

2,471

6,325

283

63

Special Deposit

2,471

6,325

352

Totals
June 30, 1998

6,325

352

$ 1,671,907
9,079

615,385

23,756,284

266,504

16,623

179

2,583

352

$ 26,338,544

2,471

$ 71,925
1,232

192,834

35,562

1,937,105

6,325

2,238,658

352

22,096,895
700,763

1,302,228
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Trust
$ 99,692
82,936
1,091
$ 183,719
$
33
183,686
183,719
$ 183,719

24,099,886

$ 26,338,544




COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF PLAN NET ASSETS
PENSION TRUST FUNDS

JUNE 30, 1998

(Expressed in Thousands)

Kentucky
Employes
Retirement
System
Non-Hazardous Duty Hazardous Duty
Pension Healthcare Pension Healthcare
Benefits Benefits Benefits Benefits
ASSETS
CASH AND SHORT-TERM INVESTMENTS
CASH $ $ $ $ :
SHORT-TERM INVESTMENTS 290,976 18,799 29,529 5,408
TOTAL CASH AND SHORT-TERM INVESTMENTS $ 290,976  § 18,799 $ 29,529 $ 5,408
RECEIVABLES
INVESTMENTS - ACCCOUNTS RECEIVABLE $ 63 ¢ 5 $ 2 3 1
INTEREST RECEIVABLE 16,328 851 788 217
ACCOUNTS RECEIVABLE 15,373 3,523 4,375 590
TOTAL RECEIVABLES $ 31,764 ¢ 4,379 $ 5165 § 808
INVESTMENTS AT FAIR VALUE
CORPORATE AND GOVERNMENT BONDS $ 867,544 & 48,357 $ 44,789  $ 12,465
COMMON STOCKS 3,623,340 168,151 147,666 43,068
MORTGAGES 258,377 10,824 9,801 2,747
REAL ESTATE 88,919 1,758
TOTAL INVESTMENTS AT FAIR VALUE $ 4,738,180 & 227,332 $ 204,014 § 58,280
INVESTED SECURITY COLLATERAL 608,395 47,308 29,003 12,419
FIXED ASSETS, NET
PREPAID EXPENSES
TOTAL ASSETS $ 5,669,315 & 297,818 $ 267,711  $ 76,915
LIABILITIES
INVESTMENT - ACCOUNTS PAYABLE $ $ 112 $ $ :
ACCOUNTS PAYABLE 7,920 3,634 26
OBLIGATIONS UNDER SECURITIES LENDING 608,395 47,308 29,003 12,419
TOTAL LIABILITIES 616,315 47,420 32,637 12,445
NET ASSETS HELD FOR:
EMPLOYEE RETIREMENT BENEFITS 5,053,000 235,074
RETIREE'S HEALTH INSURANCE $ $ 250,398 $ $ 64,470
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County

State Police
Retirement
System
Pension Healthcare
Benefits Benefits

17,660 3,458
17,660 3,458
4 1
1,164 169
870 452
2,038 622
56,991 9,716
263,146 33,562
16,851 2,084

7,147
344,135 45,362
43,741 9,454
407,574 58,896
515 23
43,741 9,454
44,256 9,477

363,318
49,419

Employes
Retirement
System
Non-Hazardous Duty Hazardous Duty
Pension Healthcare Pension Healthcare
Benefits Benefits Benefits

219,082 16,368 71,279 8,439
219,082 16,368 71,279 8,439
47 4 12 2
13,250 664 3,539 347
24,342 3,167 10,277 1,297
37,639 3,835 13,828 1,646
707,411 37,674 194,195 19,542
2,645,194 133,972 716,250 69,349
182,755 8,721 49,788 4,571

49,988 12,953
3,585,348 180,367 973,186 93,462
480,441 37,636 130,779 19,440
4,322,510 238,206 1,189,072 122,987
5,566 86 1,686 43
480,441 37,636 130,779 19,440
486,007 37,722 132,465 19,483

3,836,503 1,056,607
200,484 103,504
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF PLAN NET ASSETS
PENSION TRUST FUNDS

JUNE 30, 1998

(Expressed in Thousands)

Teachers' Judicial Legislators'
Retirement Retirement Retirement
System System System
Pension Healthcare Pension Pension Totals
Benefits Benefits Benefits Benefits June 30, 1998
ASSETS
CASH AND SHORT-TERM INVESTMENTS
CASH $ (564) $ $ 1 % 1 $ (562)
SHORT-TERM INVESTMENTS 818,570 36,030 10,479 2,194 1,548,271
TOTAL CASH AND SHORT-TERM INVESTMENTS $ 818,006 $ 36,030 $ 10,480 $ 2,195 $ 1,547,709
RECEIVABLES
INVESTMENTS - ACCCOUNTS RECEIVABLE $ 99,976 $ $ $ $ 100,117
INTEREST RECEIVABLE 1,263 306 38,886
ACCOUNTS RECEIVABLE 25,268 1,759 46 91,339
TOTAL RECEIVABLES $ 125244  § 1,759 $ 1,309 $ 306 $ 230,342
INVESTMENTS AT FAIR VALUE
CORPORATE AND GOVERNMENT BONDS $ 4,116,550 $ $ 77,469 $ 18,715 $ 6,211,418
COMMON STOCKS 5,854,495 129,430 34,823 13,762,446
MORTGAGES 212,605 759,124
REAL ESTATE 185,680 346,445
TOTAL INVESTMENTS AT FAIR VALUE $ 10,369,330  $ $ 206,899 $ 53,538 $ 21,079,433
INVESTED SECURITY COLLATERAL 518,489 1,937,105
FIXED ASSETS, NET 2,583 2,583
PREPAID EXPENSES 179 179
TOTAL ASSETS $ 11,833,831 $ 37,789 $ 218,688 $ 56,039 $ 24,797,351
LIABILITIES
INVESTMENT - ACCOUNTS PAYABLE $ 35674 $ $ $ $ 35,786
ACCOUNTS PAYABLE 2,002 5,301 26,802
OBLIGATIONS UNDER SECURITIES LENDING 518,489 1,937,105
TOTAL LIABILITIES 556,165 5,301 1,999,693
NET ASSETS HELD FOR:
EMPLOYEE RETIREMENT BENEFITS 11,277,666 218,688 56,039 22,096,895
RETIREE'S HEALTH INSURANCE $ $ 32,488 $ $ $ 700,763
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

EXPENDABLE TRUST FUNDS
FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

Unemployment Special Totals
Compensation Benefits June 30, 1998
REVENUES:
TAXES $ 245,804 97 245,901
INTERGOVERNMENTAL 16,370 16,370
CHARGES FOR SERVICES 8 171 179
INTEREST AND OTHER INVESTMENT INCOME 38,533 62,046 100,579
OTHER REVENUES 1,321 28,659 29,980
TOTAL REVENUES 302,036 90,973 393,009
EXPENDITURES:
GENERAL GOVERNMENT 62,672 62,672
LEGISLATIVE AND JUDICIAL 6 6
COMMERCE 11 11
EDUCATION AND HUMANITIES 199,006 9,033 208,039
HUMAN RESOURCES 3,848 3,848
TRANSPORTATION 405 405
TOTAL EXPENDITURES 199,006 75,975 274,981
EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES 103,030 14,998 118,028
OTHER FINANCING SOURCES (USES):
OPERATING TRANSFERS IN 84,361 84,361
OPERATING TRANSFERS OUT (1,734) (13,722) (15,456)
TOTAL OTHER FINANCING SOURCES (USES) (1,734) 70,639 68,905
EXCESS OF REVENUES AND OTHER FINANCING SOURCES OVER
(UNDER) EXPENDITURES AND OTHER FINANCING USES 101,296 85,637 186,933
FUND BALANCES AT JULY 1, AS RESTATED 510,728 604,567 1,115,295
FUND BALANCES AT JUNE 30 $ 612,024 690,204 1,302,228
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF CHANGES IN PLAN NET ASSETS

PENSION TRUST FUNDS
JUNE 30, 1998
(Expressed in Thousands)

ADDITIONS

CONTRIBUTIONS
EMPLOYER
EMPLOYEE
TOTAL CONTRIBUTIONS

INVESTMENT INCOME
NET APPRECIATION IN FAIR VALUE OF INVESTMENTS
INTEREST
DIVIDENDS
REAL ESTATE OPERATING INCOME, NET
SECURITIES LENDING INCOME

TOTAL INVESTMENT INCOME

LESS: INVESTMENT EXPENSE
LESS: SECURITIES LENDING EXPENSE

NET INVESTMENT INCOME
TOTAL ADDITIONS

DEDUCTIONS
BENEFIT PAYMENTS
REFUNDS
ADMINISTRATIVE EXPENSES
OTHER DEDUCTIONS, NET
TOTAL DEDUCTIONS

NET INCREASE (DECREASE)

NET ASSETS HELD IN TRUST

BEGINNING OF YEAR
END OF YEAR

Non-Hazardous Duty

Hazardous Duty

Pension Healthcare
Benefits Benefits
112,188 $ 39,504
67,595
179,783 39,504
757,631 34,974
90,047 4,230
51,089 2,414
10,949
34,597 1,574
944,313 43,192
2,597 32
33,794 1,537
907,922 41,623
1,087,705 81,127
189,407
8,155
2,440
39,505 23,395
239,507 23,395
848,198 57,732
4,204,802 192,666
5,053,000 $ 250,398
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Pension Healthcare
Benefits Benefits
$ 16,033 $ 6,632
6,520
22,553 6,632
30,169 8,642
4,681 1,161
2,172 600
561
1,464 368
39,047 10,771
115 8
1,430 359
37,502 10,404
60,055 17,036
4,163
1,041
188
6,630 1,126
12,022 1,126
48,033 15,910
187,041 48,560
$ 235,074 $ 64,470




County

State Police Employes
Retirement Retirement
System System
Non-Hazardous Duty Hazardous Duty
Pension Healthcare Pension Healthcare Pension Healthcare
Benefits Benefits Benefits Benefits Benefits Benefits

9,574 $ 5,120 $ 107,526 $ 29,271 $ 42,298 $ 14,275

2,711 74,382 16,581
12,285 5,120 181,908 29,271 58,879 14,275
56,126 6,977 559,935 27,525 149,615 14,306
6,297 861 66,631 3,450 19,096 1,786
3,808 476 38,581 1,893 10,665 982

877 8,122 2,234
2,407 288 25,961 1,256 7,050 614
69,515 8,602 699,230 34,124 188,660 17,688
187 6 1,940 25 552 13
2,351 281 25,358 1,226 6,887 600
66,977 8,315 671,932 32,873 181,221 17,075
79,262 13,435 853,840 62,144 240,100 31,350

17,735 104,353 38,052

70 9,234 939

47 3,680 350
5,120 2,611 29,276 15,600 14,273 7,538
22,972 2,611 146,543 15,600 53,614 7,538
56,290 10,824 707,297 46,544 186,486 23,812
307,028 38,595 3,129,206 153,940 870,120 79,692
363,318 $ 49,419 $ 3,836,503 $ 200,484 $ 1,056,606 $ 103,504
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF CHANGES IN PLAN NET ASSETS

PENSION TRUST FUNDS
JUNE 30, 1998
(Expressed in Thousands)

ADDITIONS

CONTRIBUTIONS
EMPLOYER
EMPLOYEE
TOTAL CONTRIBUTIONS

INVESTMENT INCOME
NET APPRECIATION IN FAIR VALUE OF INVESTMENTS
INTEREST
DIVIDENDS
REAL ESTATE OPERATING INCOME, NET
SECURITIES LENDING INCOME

TOTAL INVESTMENT INCOME

LESS: INVESTMENT EXPENSE
LESS: SECURITIES LENDING EXPENSE

NET INVESTMENT INCOME
TOTAL ADDITIONS

DEDUCTIONS
BENEFIT PAYMENTS
REFUNDS
ADMINISTRATIVE EXPENSES
OTHER DEDUCTIONS, NET
TOTAL DEDUCTIONS

NET INCREASE (DECREASE)

NET ASSETS HELD IN TRUST

BEGINNING OF YEAR
END OF YEAR

Teachers' Judicial Legislators'
Retirement Retirement Retirement
System System System
Pension Healthcare Pension Pension Totals
Benefits Benefits Benefits Benefits June 30, 1998
$ 294,323 $ 35,170 5,652 $ 1,739 $ 719,305
185,010 33,137 1,042 168 387,146
479,333 68,307 6,694 1,907 1,106,451
1,416,472 28,392 7,171 3,097,935
317,264 1,649 5,165 1,341 523,659
83,935 1,803 407 198,825
17,403 40,146
27,213 102,792
1,862,287 1,649 35,360 8,919 3,963,357
3,543 105 12 9,135
26,560 100,383
1,832,184 1,649 35,255 8,907 3,853,839
2,311,517 69,956 41,949 10,814 4,960,290
491,442 6,022 1,746 852,920
9,523 3 18 28,983
3,997 2,602 172 98 13,574
59,984 205,058
504,962 62,589 6,212 1,844 1,100,535
1,806,555 7,367 35,737 8,970 3,859,755
9,471,111 25,121 182,951 47,069 18,937,902
$ 11,277,666 $ 32,488 218,688 $ 56,039 $ 22,797,657
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

ALL AGENCY FUNDS
FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

Balance Balance
July 1, 1997 Additions Deductions June 30, 1998
KENTUCKY HEALTH PURCHASING ALLIANCE
ASSETS
CASH WITH FISCAL AGENTS $ 11,698 501,271 510,498 2,471
TOTAL ASSETS $ 11,698 501,271 510,498 2,471
LIABILITIES
AMOUNTS HELD IN CUSTODY FOR OTHERS $ 11,698 501,271 510,498 2,471
TOTAL LIABILITIES $ 11,698 501,271 510,498 2,471
COMMONWEALTH CHOICE PROGRAM
ASSETS
CASH WITH FISCAL AGENTS $ 3,968 11,590 9,233 6,325
TOTAL ASSETS $ 3,968 11,590 9,233 6,325
LIABILITIES
AMOUNTS HELD IN CUSTODY FOR OTHERS $ 3,968 11,590 9,233 6,325
TOTAL LIABILITIES $ 3,968 11,590 9,233 6,325
COUNTY SINKING FUND
ASSETS
CASH & CASH EQUIVALENTS $ 18 1,562 1,575 5
CASH WITH FISCAL AGENTS 283 283
INVESTMENTS 51 62 50 63
ACCOUNTS RECEIVABLE 1 1 1 1
TOTAL ASSETS $ 353 1,625 1,626 352
LIABILITIES
AMOUNTS HELD IN CUSTODY FOR OTHERS $ 353 1,443 1,444 352
TOTAL LIABILITIES $ 353 1,443 1,444 352
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

ALL AGENCY FUNDS

FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

SPECIAL DEPOSIT TRUST FUND
ASSETS
CASH & CASH EQUIVALENTS
INVESTMENTS
ACCOUNTS RECEIVABLE
INTERFUND RECEIVABLES
TOTAL ASSETS

LIABILITIES
INTERFUND PAYABLES
AMOUNTS HELD IN CUSTODY FOR OTHERS
TOTAL LIABILITIES

ALL AGENCY FUNDS
ASSETS

CASH & CASH EQUIVALENTS
CASH WITH FISCAL AGENTS
INVESTMENTS
ACCOUNTS RECEIVABLE
INTERFUND RECEIVABLES

TOTAL ASSETS

LIABILITIES
INTERFUND PAYABLES
AMOUNTS HELD IN CUSTODY FOR OTHERS
TOTAL LIABILITIES

Balance Balance
July 1, 1997 Additions Deductions June 30, 1998
109,363 1,677,635 1,687,306 99,692
78,626 74,317 70,007 82,936
43 2,009 961 1,091
212 212
188,244 1,753,961 1,758,486 183,719
18 33 18 33
188,226 1,523,040 1,527,580 183,686
188,244 1,523,073 1,527,598 183,719
109,381 1,679,197 1,688,881 99,697
15,949 512,861 519,731 9,079
78,677 74,379 70,057 82,999
44 2,010 962 1,092
212 212
204,263 2,268,447 2,279,843 192,867
18 33 18 33
204,245 2,037,344 2,048,755 192,834
204,263 2,037,377 2,048,773 192,867
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COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED EXPENDABLE TRUST FUND

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

Unemployment Compensation

Budget

REVENUES:

INTERGOVERNMENTAL $

CHARGES FOR SERVICES

INTEREST AND OTHER INVESTMENT INCOME

EMPLOYER CONTRIBUTIONS

OTHER REVENUES

TRANSFERS IN (INTERFUND)

TOTAL REVENUES

EXPENDITURES:
WORKFORCE DEVELOPMENT
DEPARTMENT FOR EMPLOYMENT SERVICES -

UNEMPLOYMENT INSURANCE BENEFITS 241,800
TOTAL WORKFORCE DEVELOPMENT 241,800
TOTAL EXPENDITURES 241,800

EXCESS OF REVENUES OVER (UNDER) EXPENDITURES

FUND BALANCE AT JULY 1
NON-BUDGETED ITEMS

FUND BALANCE AT JUNE 30 $

151

Actual

$ 16,370
9

38,533

249,007

1,923

3,400

309,242

240,727
240,727
240,727

68,515
550,531

(3,400)
$ 615,646

Variance

1,073
1,073
1,073



GENERAL FIXED ASSETSACCOUNT GROUP

The General Fixed Assets Account Group accountsfor the Commonwealth'sfixed assets, except those related to the proprietary
funds, trust funds, and discretely presented component units.



COMMONWEALTH OF KENTUCKY
SCHEDULE OF GENERAL FIXED ASSETS BY SOURCE
JUNE 30, 1998

(Expressed In Thousands)

June 30, 1998

GENERAL FIXED ASSETS:

LAND $ 80,847
BUILDINGS 751,136
MACHINERY AND EQUIPMENT 296,395
CONSTRUCTION IN PROGRESS 130,287

TOTAL GENERAL FIXED ASSETS $ 1,258,665

INVESTMENT IN GENERAL FIXED ASSETS FROM:

GENERAL FUND REVENUES $ 89,114
SPECIAL REVENUE FUNDS REVENUE 236,965
DONATIONS 68,931
OTHER 15,138
CAPITAL PROJECTS FUND:
STATE APPROPRIATIONS 47,871
REVENUE BONDS 379,636
FEDERAL GRANTS 40,910
OTHER 3,089
FIXED ASSETS ACQUIRED PRIOR TO JULY 1, 1984 (A) 377,011
TOTAL INVESTMENT IN GENERAL FIXED ASSETS 3$ 1,258,665

153



COMMONWEALTH OF KENTUCKY

SCHEDULE OF GENERAL FIXED ASSETS BY FUNCTION AND ACTIVITY

JUNE 30, 1998

(Expressed in Thousands)

EUNCTION AND ACTIVITY.
GENERAL GOVERNMENT:
CABINET FOR GENERAL GOVERNMENT
REVENUE CABINET
FINANCE & ADMINISTRATION
PERSONNEL CABINET

TOTAL GENERAL GOVERNMENT

LEGISLATIVE & JUDICIAL
COMMERCE:
ECONOMIC DEVELOPMENT CABINET
TOURISM CABINET
TOTAL COMMERCE
EDUCATION & HUMANITIES:
EDUCATION & HUMANITIES CABINET
WORKFORCE DEVELOPMENT CABINET
TOTAL EDUCATION & HUMANITIES
HUMAN RESOURCES
JUSTICE
NATURAL RESOURCES & ENVIRONMENTAL PROTECTION
PUBLIC PROTECTION & REGULATION:
PUBLIC PROTECTION & REGULATION CABINET
LABOR CABINET
TOTAL PUBLIC PROTECTION & REGULATION
TRANSPORTATION
TOTAL GENERAL FIXED ASSETS ALLOCATED TO FUNCTIONS

CONSTRUCTION IN PROGRESS

TOTAL GENERAL FIXED ASSETS

Machinery
and Totals
Land Buildings Equipment June 30, 1998
6,131 85,801 8,678 100,610
5,059 5,059
7,897 179,737 4,170 191,804
795 795
14,028 265,538 18,702 298,268
55 11,184 11,239
15,186 21,507 235 36,928
25,862 7,080 14,437 47,379
41,048 28,587 14,672 84,307
188 25,442 10,615 36,245
4,760 97,376 37,807 139,943
4,948 122,818 48,422 176,188
3,175 78,492 16,195 97,862
3,825 192,792 47,673 244,290
8,253 925 24,521 33,699
47 220 2,449 2,716
1,648 1,648
47 220 4,097 4,364
5,468 61,764 110,929 178,161
80,847 751,136 296,395 1,128,378
130,287 130,287
80,847 881,423 296,395 1,258,665
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COMMONWEALTH OF KENTUCKY

SCHEDULE OF CHANGES IN GENERAL FIXED ASSETS BY FUNCTION AND ACTIVITY

FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

Balance Balance
June 30, 1997 Additions Retirements June 30, 1998
GENERAL GOVERNMENT:
CABINET FOR GENERAL GOVERNMENT $ 91,787 9,340 517 100,610
REVENUE CABINET 5,156 69 166 5,059
FINANCE & ADMINISTRATION 133,341 58,477 14 191,804
PERSONNEL CABINET 635 238 78 795
TOTAL GENERAL GOVERNMENT 230,919 68,124 775 298,268
LEGISLATIVE & JUDICIAL 13,006 1,146 2,913 11,239
COMMERCE:
ECONOMIC DEVELOPMENT CABINET 36,945 17 36,928
TOURISM CABINET 43,873 4,472 966 47,379
TOTAL COMMERCE 80,818 4,472 983 84,307
EDUCATION & HUMANITIES:
EDUCATION & HUMANITIES CABINET 40,862 626 5,243 36,245
WORKFORCE DEVELOPMENT CABINET 138,063 3,093 1,213 139,943
TOTAL EDUCATION & HUMANITIES 178,925 3,719 6,456 176,188
HUMAN RESOURCES 99,415 1,714 3,267 97,862
JUSTICE 234,234 13,968 3,912 244,290
NATURAL RESOURCES & ENVIRONMENTAL PROTECTION 33,327 3,116 2,744 33,699
PUBLIC PROTECTION & REGULATION:
PUBLIC PROTECTION & REGULATION CABINET 2,757 198 239 2,716
LABOR CABINET 1,607 99 58 1,648
TOTAL PUBLIC PROTECTION & REGULATION 4,364 297 297 4,364
TRANSPORTATION 169,253 15,709 6,801 178,161
TOTAL GENERAL FIXED ASSETS ALLOCATED TO FUNCTIONS 1,044,261 112,265 28,148 1,128,378
CONSTRUCTION IN PROGRESS 167,473 31,314 68,500 130,287
TOTAL GENERAL FIXED ASSETS $ 1,211,734 143,579 96,648 1,258,665
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COMPONENT UNITS

Component Units Funds account for the financial activities of the Commonwealth of Kentucky's component units, which have been
determined to be legally separate from the State's primary government and for which the primary government is financially
accountable. The Component Units are presented in three separate categories:. Governmental Funds, Proprietary Funds and
University and College Funds.

Governmental Funds

Bluegrass State Skills Corporation - established to improve and promote the employment opportunities
of the citizens of the Commonwealth by assisting the Economic Development Cabinet in creating and
expanding programs of skill, training and education.

Proprietary Funds
Enterprise Funds

Kentucky State Fair Board - accounts for revenues earned and expenses incurred in the commercial
operations of the State Fair Board.

Kentucky Center for the Arts - established by the General Assembly to promote the growth and
development of the arts, convention trade, tourism and hotel industries within Jefferson County and the
Commonwealth. The Center has the responsibility of maintaining, operating and insuring the Kentucky
Center for the Arts building.

Kentucky Educational Television Authority - established by KRS 168.030 to produce and transmit
educational television programing to the citizens of the Commonwealth.

Kentucky Economic Development Finance Authority - established in 1958 under KRS Chapter 154 to
promote industrial development, and authorized to issue industrial revenue bonds that do not constitute
a legal or mora obligation of the Commonwealth.

Kentucky Higher Education Assistance Authority - established by KRS 164.742 to improve higher
education opportunities by insuring eligible student loans and providing grants and scholarship awards
to eligible students.

Kentucky Higher Education Student Loan Corporation - empowered by KRS Chapter 164A to finance
state and federally insured loans to students attending eligible postsecondary institutions, through direct
loans to students and the purchase of student notes from lenders.

Kentucky Educational Savings Plan Trust - established by KRS 164A.310 to encourage citizens to invest
funds for future educational use, and to create an endowment fund, the income from which will be
available to participants savings.



Kentucky Housing Corporation - authorized under KRS Chapter 198A in 1972 to increase the supply of
housing for persons of lower income by making and participating in insured construction loans, and
making or participating in insured mortgage loans when financing is not available from private lenders
under reasonable equivalent terms and conditions.

Kentucky Infrastructure Authority - established in 1988 by KRS 224A.030, as amended, to assume all
powers, duties and obligations of the Kentucky Pollution Abatement and Water Resources Finance
Authority in assisting governmental agencies within the Commonwealth in constructing and acquiring
infrastructure projects.

Kentucky Agricultural Finance Corporation - created by the 1984 General Assembly to "improve and
promote the health, welfare and prosperity of the people of the Commonwealth through the stimulation
of existing agricultural ventures." This corporation helps banks and other financial institutions assist
eligible farmers in receiving low interest loans through the issuance of tax-exempt agricultural revenue
bonds.

Kentucky Grain Insurance Corporation- provides protection to grain producers in the event of the
failure of a grain dealer or grain warehouseman.

Kentucky Local Correctional Facilities Construction Authority - created in 1982 pursuant to Sections
441.605 through 441.695 of the KRS to provide an additional and alternative method for constructing,
improving, repairing, and financing regional and local jail facilities.

TheUniversity and CollegeFundsaccount for al transactionsrel ating to theeight State supported universities
and the community colleges and technical schools. These institutions maintain their own financial records
and are not apart of the central accounting system operated by the Finance and Administration Cabinet. The
following component units are included:

Eastern Kentucky University
Kentucky State University
Morehead State University
Murray State University
Northern Kentucky University
University of Kentucky
University of Louisville
Western Kentucky University
Kentucky Community Technical College System



COMMONWEALTH OF KENTUCKY
COMBINING BALANCE SHEET
COMPONENT UNITS

JUNE 30, 1998

(Expressed in Thousands)

ASSETS

CURRENT ASSETS:

CASH AND CASH EQUIVALENTS

RESTRICTED CASH

RECEIVABLES, NET

DUE FROM COMPONENT UNITS

INTEREST RECEIVABLE

INVENTORIES

PREPAID EXPENSES

OTHER ASSETS

TOTAL CURRENT ASSETS

OTHER ASSETS:
LONG-TERM INVESTMENTS
LONG-TERM RECEIVABLES
DEFERRED CHARGES
RESTRICTED ASSETS
TOTAL OTHER ASSETS
FIXED ASSETS:
LAND
IMPROVEMENTS OTHER THAN BUILDINGS
BUILDINGS
MACHINERY AND EQUIPMENT
LESS ACCUMULATED DEPRECIATION
CONSTRUCTION IN PROGRESS
TOTAL FIXED ASSETS, NET
TOTAL ASSETS

LIABILITIES AND FUND EQUITY

LIABILITIES:

CURRENT LIABILITIES:
ACCOUNTS PAYABLE
ACCRUED LIABILITIES
DUE TO COMPONENT UNITS
DUE TO PRIMARY GOVERNMENT
CAPITAL LEASE OBLIGATIONS
NOTES PAYABLE
BONDS PAYABLE
COMPENSATED ABSENCES
DEFERRED REVENUE
AMOUNT HELD IN CUSTODY FOR OTHERS
DEPOSITS AND ADVANCE PAYMENTS
OTHER LIABILITIES

TOTAL CURRENT LIABILITIES
LONG-TERM LIABILITIES:
CAPITAL LEASE OBLIGATIONS
NOTES PAYABLE
BONDS PAYABLE
COMPENSATED ABSENCES
OTHER LONG-TERM LIABILITIES

TOTAL LONG-TERM LIABILITIES

TOTAL LIABILITIES

FUND EQUITY AND OTHER CREDITS:
CONTRIBUTED CAPITAL
INVESTMENT IN FIXED ASSETS
RETAINED EARNINGS:
RESERVED FOR:
REVENUE BOND RETIREMENT
UNRESERVED
FUND BALANCE:
RESERVED FOR:
ENCUMBRANCES
CAPITAL OUTLAY
RESTRICTED GIFTS, GRANTS, AND CONTRACTS
UNRESERVED:
DESIGNATED FOR UNIVERSITIES AND COLLEGES
UNDESIGNATED

TOTAL FUND EQUITY
TOTAL LIABILITIES AND FUND EQUITY

Governmental Proprietary University and Totals
Fund Types Fund Types College Funds June 30, 1998
367,115 $ 442,273 $ 809,388
17,357 17,357
281 57,050 293,148 350,479
149,226 149,226
18,209 18,209
569 25,480 26,049
1,012 1,012
2 272,258 272,260
281 461,314 1,182,385 1,643,980
266,901 622,034 888,935
1,534,702 1,534,702
21,784 21,784
116,077 116,077
1,939,464 622,034 2,561,498
14,983 74,355 89,338
66,164 66,164
209,171 1,964,014 2,173,185
2 51,616 676,262 727,880
(125,435) (125,435)
26,327 101,155 127,482
2 176,662 2,881,950 3,058,614
283 2,577,440 $ 4,686,369 $ 7,264,092
449 68,027 $ 103,461 $ 171,937
69,343 69,343
149,344 149,344
143 143
1,373 1,373
131,111 131,111
2,291 2,291
9,717 37,056 46,773
7,134 3,701 10,835
8,338 8,338
10,262 71,630 81,892
449 230,058 442,873 673,380
17,725 56,973 74,698
46,560 7,193 53,753
1,472,379 708,811 2,181,190
942 942
542 542
1,538,148 772,977 2,311,125
449 1,768,206 1,215,850 2,984,505
104,583 104,583
2 2,235,458 2,235,460
306,032 306,032
398,619 398,619
17,921 17,921
277,217 277,217
700,300 700,300
239,623 239,623
(168) (168)
(166) 809,234 3,470,519 4,279,587
283 2,577,440 $ 4,686,369 $ 7,264,092
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COMMONWEALTH OF KENTUCKY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
COMPONENT UNIT - GOVERNMENTAL FUND TYPE - BLUEGRASS STATE SKILLS CORPORATION

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

REVENUES:
TAXES
LICENSES, FEES, AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS
INTEREST AND OTHER INVESTMENT INCOME
OTHER REVENUE

TOTAL REVENUES

EXPENDITURES:
PERSONAL SERVICES
UTILITIES, RENTALS, AND OTHER SERVICES
COMMODITIES AND SUPPLIES
GRANTS AND SUBSIDIES
CAPITAL OUTLAY
TRAVEL

TOTAL EXPENDITURES
EXCESS OF REVENUES OVER EXPENDITURES

OTHER FINANCING SOURCES (USES):
TRANSFERS FROM PRIMARY GOVERNMENT

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES AND OTHER FINANCING SOURCES

OVER (UNDER) EXPENDITURES AND OTHER FINANCING USES

FUND BALANCE AT JULY 1
INCREASE (DECREASE) IN INVENTORIES

FUND BALANCE AT JUNE 30
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June 30, 1998

293
41

3,495

10

3,845

(3,845)

3,841

3,841

4

(162)

(166)




COMMONWEALTH OF KENTUCKY
COMBINING BALANCE SHEET

COMPONENT UNITS - PROPRIETARY FUND TYPES

JUNE 30, 1998
(Expressed in Thousands)

ASSETS

CURRENT ASSETS:

CASH AND CASH EQUIVALENTS

RESTRICTED CASH

RECEIVABLES, NET

INTEREST RECEIVABLE

INVENTORIES

PREPAID EXPENSES

OTHER ASSETS

TOTAL CURRENT ASSETS

OTHER ASSETS:
LONG-TERM INVESTMENTS
LONG-TERM RECEIVABLES
DEFERRED CHARGES
RESTRICTED ASSETS
TOTAL OTHER ASSETS
FIXED ASSETS:
LAND
BUILDINGS
MACHINERY AND EQUIPMENT
LESS: ACCUMULATED DEPRECIATION
CONSTRUCTION IN PROGRESS
TOTAL FIXED ASSETS, NET
TOTAL ASSETS

LIABILITIES AND FUND EQUITY

LIABILITIES:

CURRENT LIABILITIES:
ACCOUNTS PAYABLE
DUE TO PRIMARY GOVERNMENT
CAPITAL LEASE OBLIGATIONS
NOTES PAYABLE
BONDS PAYABLE
COMPENSATED ABSENCES
AMOUNT HELD IN CUSTODY FOR OTHERS
DEFERRED REVENUE
OTHER LIABILITIES

TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES:
CAPITAL LEASE OBLIGATIONS
NOTES PAYABLE
BONDS PAYABLE
COMPENSATED ABSENCES
OTHER LONG-TERM LIABILITIES
TOTAL LONG-TERM LIABILITIES
TOTAL LIABILITIES
FUND EQUITY:
CONTRIBUTED CAPITAL
RETAINED EARNINGS:
RESERVED FOR:
REVENUE BOND RETIREMENT
UNRESERVED
TOTAL FUND EQUITY
TOTAL LIABILITIES AND FUND EQUITY

Kentucky Kentucky
Kentucky Kentucky Kentucky Economic Higher
State Center Educational Development Education
Fair for the Television Finance Assistance
Board Arts Authority Authority Authority
2,448 $ 1,024 999 $ 465 $ 18,007
17,357
906 196 1,407 16,770
4 2,422 1,621
64 505
264 198 253
2
3,618 1,486 3,164 20,244 36,400
4,849 1,194 4,691 825 26,950
62,954 4,747
691 528 146
113,237 2,840
5,540 1,194 5,219 177,162 34,537
14,073 129 32
155,025 31,571 11,543 463
4,545 7,839 27,481 405 5,085
(70,175) (15,463) (29,283) (845) (3,146)
24,532
128,000 24,076 9,773 23 1,939
137,158 $ 26,756 18,156 $ 197,429 $ 72,876
1,229 $ 699 3379 % 1452 $ 10,470
140
1,373
72,124
685 1,457
1,911 876 468 4,634
5,551
3,965 1,575 6,677 79,127 15,104
17,725
942
542
17,725 1,484
3,965 1,575 24,402 79,127 16,588
85,139 19,444
45,173 49,129
48,054 5,737 (6,246) 73,129 7,159
133,193 25,181 (6,246) 118,302 56,288
137,158  $ 26,756 18,156 $ 197,429 $ 72,876

160



Kentucky Kentucky Kentucky Local
Higher Educational Kentucky Kentucky Correctional
Education Savings Kentucky Kentucky Agricultural Grain Facilities
Student Loan Plan Housing Infrastructure Finance Insurance Construction Totals
Corporation Trust Corporation Authority Corporation Corporation Authority June 30, 1998
42,299 655 $ 212,582 $ 76,534 $ 40 3 382 $ 11,680 $ 367,115
17,357
811 22,807 13,800 47 306 57,050
11,352 103 2,513 194 18,209
569
76 221 1,012
2
54,538 758 235,610 92,847 40 429 12,180 461,314
76,737 6,376 96,203 42,387 475 4,543 1,671 266,901
357,355 811,912 290,776 6,958 1,534,702
5,071 12,788 1,914 646 21,784
116,077
439,163 6,376 920,903 335,077 475 4,543 9,275 1,939,464
749 14,983
10,569 209,171
2,738 3,523 51,616
(1,546) (4,977) (125,435)
1,795 26,327
1,192 11,659 176,662
494,893 7,134 $ 1,168,172 $ 427,924  $ 515 $ 4972 $ 21,455 $ 2,577,440
16,441 $ 31,483 $ 2478 $ $ 32 3 364 $ 68,027
3 143
1,373
23,945 23,584 9,965 1,493 131,111
149 2,291
7,134 7,134
1,781 47 9,717
4,468 243 10,262
40,535 7,134 61,316 12,686 82 1,857 230,058
17,725
39,260 7,300 46,560
399,790 860,255 174,894 37,440 1,472,379
942
542
399,790 899,515 182,194 37,440 1,538,148
440,325 7,134 960,831 194,880 82 39,297 1,768,206
104,583
42,531 169,199 306,032
12,037 38,142 233,044 515 4,890 (17,842) 398,619
54,568 207,341 233,044 515 4,890 (17,842) 809,234
494,893 7,134  $ 1,168,172 $ 427,924  $ 515 $ 4972 $ 21,455 $ 2,577,440
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS
COMPONENT UNITS - PROPRIETARY FUND TYPES

FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

Kentucky Kentucky
Kentucky Kentucky Kentucky Economic Higher
State Center Educational Development Education
Fair for the Television Finance Assistance
Board Arts Authority Authority Authority
OPERATING REVENUES:

CHARGES FOR SERVICES $ 26,140 $ 2614 $ 710 $ 951 $ 985

INTEREST AND OTHER INVESTMENT INCOME 36 10,539 2,530

AMORTIZATION OF PREMIUM ON LEASES

OTHER REVENUES 2,539 1,813 23 10,777

TOTAL OPERATING REVENUES 28,679 2,614 2,559 11,513 14,292
OPERATING EXPENSES:

PERSONAL SERVICES 15,208 4,473 10,065 926 7,224

UTILITIES, RENTALS, AND OTHER SERVICES 10,333 1,504 2,966 337 2,501

COMMODITIES AND SUPPLIES 948 347 503 345

GRANTS AND SUBSIDIES 94 31,014

DEPRECIATION AND AMORTIZATION 4,920 1,702 1,437 249 720

INTEREST 4,718

TRAVEL 112 52 339 11 174

OTHER EXPENSES 63 8,318 158 3,340
TOTAL OPERATING EXPENSES 31,521 8,235 23,628 6,399 45,318

OPERATING INCOME (LOSS) (2,842) (5,621) (21,069) 5,114 (31,026)
NONOPERATING REVENUES (EXPENSES):

INTERGOVERNMENTAL REVENUES 1,587

GRANTS AND DONATIONS 600 6,184 623

MEMBERSHIP REVENUE 301

KENTUCKY CENTER FOR THE ARTS ENDOWMENT 876

GAIN (LOSS) ON SALE OF FIXED ASSETS 34 )

INTEREST AND OTHER INVESTMENT INCOME 143 30

INTEREST EXPENSE 119 (1,201)

OTHER REVENUE (EXPENSES) 891 (656) (667)
TOTAL NONOPERATING REVENUE (EXPENSES) 1,034 3,517 4,355 (44)
INCOME (LOSS) BEFORE OPERATING TRANSFERS

AND EXTRAORDINARY ITEM (1,808) (2,104) (16,714) 5,114 (31,070)
TRANSFERS FROM PRIMARY GOVERNMENT 407 1,489 16,567 28,786
TRANSFERS FROM COMPONENT UNITS (21) 3,000
TRANSFERS TO PRIMARY GOVERNMENT (371)

TRANSFERS TO COMPONENT UNITS (339)
NET INCOME (LOSS) 1,772) (615) (168) 5,114 377
ADD DEPRECIATION ON FIXED ASSETS
ACQUIRED BY CAPITAL GRANTS 4,226 1,209
INCREASE (DECREASE) IN RETAINED EARNINGS 2,454 594 (168) 5,114 377
RETAINED EARNINGS AT JULY 1, AS RESTATED 45,600 5,143 (6,078) 113,188 55,911
RETAINED EARNINGS AT JUNE 30 $ 48,054 $ 5737 $ (6,246) $ 118,302 $ 56,288
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Kentucky Kentucky Kentucky Local
Higher Educational Kentucky Kentucky Correctional
Education Savings Kentucky Kentucky Agricultural Grain Facilities
Student Loan Plan Housing Infrastructure Finance Insurance Construction Totals
Corporation Trust Corporation Authority Corporation Corporation Authority June 30, 1998

1,09 $ 7644 $ 546 $ $ 13 % 5137 $ 45,839

39,852 75,252 18,031 308 1,131 147,679

2,762 653 63 18,630

43,713 82,896 19,230 321 6,331 212,148

52 7,897 1,711 3 47,559

76 1,760 19,477

1 344 2,488

1,902 1,522 34,532

1,281 1,534 379 12,222

23,214 53,369 11,821 2,050 95,172

2 317 1,007

12,302 208 3,598 (185) 31 27,833
36,797 339 70,721 13,911 (182) 3,603 240,290
6,916 (339) 12,175 5,319 503 2,728 (28,142)

1,587

19,652 27,059

301

876

32

173

(1,082)

(475) (907)

(475) 19,652 28,039

6,916 (339) 11,700 24,971 503 2,728 (103)

10,742 57,991

339 3,318

(371)

(3,000) (3,339)

3,916 11,700 35,713 503 2,728 57,496

5,435

3,916 11,700 35,713 503 2,728 62,931

50,652 195,641 197,331 515 4,387 (20,570) 641,720
54,568 $ 207,341 $ 233,044 $ 515 $ 4890 $ (17,842) $ 704,651
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF CASH FLOWS
COMPONENT UNITS - PROPRIETARY FUND TYPES
FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
CASH RECEIVED FROM CUSTOMERS - PUBLIC
COLLECTION OF PROGRAM LOANS
PROGRAM LOANS ISSUED
CASH PAYMENTS TO SUPPLIERS FOR GOODS AND SERVICES
CASH PAYMENTS FOR EMPLOYEE SALARIES AND BENEFITS
CASH PAYMENTS (TO) FROM OTHER SOURCES

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
PROCEEDS FROM BOND ISSUANCE
PROCEEDS FROM SALE OF REVENUE BONDS FOR COST OF ISSUANCE
PRINCIPAL PAYMENT ON DEBT
DEBT RELATED EXPENSES
SUBSIDIES
OPERATING TRANSFERS-IN FROM OTHER FUNDS
OPERATING TRANSFERS-OUT TO OTHER FUNDS

NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
ACQUISITION AND CONSTRUCTION OF CAPITAL ASSETS
PRINCIPAL PAID ON REVENUE BOND MATURITIES AND EQUIPMENT CONTRACTS
INCREASE IN RESTRICTED ASSET - CONSTRUCTION ACCOUNT
RESTRICTED INCOME - CONSTRUCTION
INTEREST PAID ON REVENUE BOND AND EQUIPMENT CONTRACTS
PROCEEDS FROM SALE OF EQUIPMENT
CONTRIBUTED CAPITAL

NET CASH USED FOR CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
PURCHASE OF INVESTMENT SECURITIES
PROCEEDS FROM SALE AND MATURITIES OF INVESTMENT SECURITIES
INTEREST AND DIVIDENDS ON INVESTMENTS

NET CASH USED IN INVESTING ACTIVITIES
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:
OPERATING INCOME (LOSS)
ADJUSTMENTS TO RECONCILE OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
PROVISION FOR UNCOLLECTIBLE ACCOUNTS
DEPRECIATION AND AMORTIZATION
INTEREST AND OTHER INVESTMENT INCOME
INTEREST EXPENSE
MISCELLANEOUS NONOPERATING INCOME (EXPENSES)
CHANGE IN ASSETS AND LIABILITIES:
(INCREASE) DECREASE IN ASSETS
RECEIVABLES, NET
INVENTORIES
PREPAID EXPENSES
OTHER ASSETS
INCREASE (DECREASE) IN LIABILITIES
ACCOUNTS PAYABLE
COMPENSATED ABSENCES
OTHER LIABILITIES
DEFERRED REVENUE

NET CASH PROVIDED BY OPERATING ACTIVITIES

THROUGH CONTRIBUTED CAPITAL, STATE FAIR BOARD ACQUIRED FIXED ASSETS COSTING $17,088,(000).
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Kentucky
Kentucky Kentucky Kentucky Economic
State Center Educational Development
Fair For The Television Finance
Board Arts Authority Authority
$ 29,830 $ 2,701 $ 2,889 $ 4,584
22,479
(14,286)
(15,841) (3,246) (12,279) (327)
(10,647) (3,704) (10,024) (926)
(114)
3,342 (4,249) (19,414) 11,410
(4,710)
3,580 22,763
998 1,489
998 5,069 22,763 (4,710)
(19,045) (961) (1,027)
(371) (1,413)
5,137
300
(1,110)
55
11,951
(2,028) (906) (3,550)
(1,679) (558) (274) (91,837)
222 180 77,984
143 118 7,049
(1,536) (218) (94) (6,804)
776 (304) (295) (104)
1,672 1,328 1,294 569
$ 2,448 $ 1,024 $ 999 $ 465
$ (2,842) $ (5,621) $ (21,069) $ 5,114
4,920 1,702 1,437 249
(30) (7,265)
(890) 4,738
755 71 (400) 8,547
6 203
86 8 (41)
81
28 (431) 883 27
87
395 16 325
$ 3,342 $ (4,249) $ (19,414) $ 11,410
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Kentucky Kentucky Kentucky Kentucky Local
Higher Higher Educational Kentucky Kentucky Correctional
Education Education Savings Kentucky Kentucky Agricultural Grain Facilities
Assistance Student Loan Plan Housing Infrastructure Finance Insurance Construction Totals
Authority Corporation Trust Corporation Authority Corporation Corporation Authority June 30, 1998
$ 57,581 $ 14,227 $ 1,077 $ 7,742 $ 546 $ $ 14 $ 5,555 $ 126,746
297 84,016 158,638 14,893 867 281,190
(1,419) (109,943) (132,224) (37,175) (295,047)
(81,678) (28,337) (339) (9,668) (1,711) (6) (153,432)
(7,276) (4,094) (8,214) (44,885)
(9,645) (415) (92) (1,522) (11,788)
(32,495) (53,776) 323 16,274 (23,447) (78) 4,894 (97,216)
2,040 128,441 49,640 180,121
(84) (84)
(31,275) (95,927) (44,980) (172,182)
(55,226) (12,256) (72,192)
30,395 56,738
31,786 339 34,612
(339) (3,000) (3,339)
31,447 (32,319) 339 (22,712) 22,799 23,674
(703) (637) (2,908) (25,281)
(1,485) (3,269)
5,137
300
(2,060) (3,170)
55
11,951
(703) (637) (2,908) (3,545) (14,277)
(9,838) (487,151) (1,350) (524,848) (58,159) 21 (146) (374) (1,176,193)
5,183 449,847 806 500,067 56,320 1,090,609
2,236 9,413 369 16,056 16,359 324 561 52,628
(2,419) (27,891) (175) (8,725) 14,520 21 178 187 (32,956)
(4,170) (114,623) 487 (18,071) 13,872 21 100 1,536 (120,775)
22,177 156,922 168 230,653 62,662 19 282 10,144 487,890
$ 18,007 $ 42,299 $ 655 $ 212,582 $ 76,534 $ 40 $ 382 $ 11,680 $ 367,115
$ (31,026) $ 6,916 $ (339) $ 12,175 $ 5,319 $ $ 503 $ 2,728 $ (28,142)
252 245 497
720 1,281 1,534 379 12,222
(1,894) (8,876) 39,388 (16,365) (324) (589) 4,045
10,156 2,060 12,216
730 (49,264) 660 (3,182) (34) (47,242)
(887) (8,819) (36,075) (22,936) 17 714 (59,013)
209
(6) (506) (459)
2 (1,018) (935)
2,552 4,737 2 1,257 277) 15 8,793
435 3 525
2,358 3 2,361
(3,127) 98 (2,293)
$ (32,495) $ (53,776) $ 323 $ 16,274 $ (23,447) % $ (78) $ 4,894 $ (97,216)






COMMONWEALTH OF KENTUCKY

SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN FUND EQUITY
BUDGET AND ACTUAL (BUDGETARY BASIS) - BUDGETED COMPONENT UNIT
FOR THE YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

Budget Actual Variance
COMMERCE-STATE FAIR BOARD
REVENUES:
CHARGES FOR SERVICES $ $ 27,360 $
FINES AND FORFEITS 1
OTHER REVENUES 140
TRANSFERS IN (INTERFUND) 14
TRANSFERS IN (INTRAFUND) 371
TOTAL REVENUES 27,886
EXPENSES 24,252 24,252
EXCESS OF REVENUES OVER (UNDER) EXPENSES 3,634
FUND EQUITY AT JULY 1 118,112
NON-BUDGETED ITEMS (1,872)
FIXED ASSET ALLOCATION
FUND EQUITY AT JUNE 30 $ $ 119,874 $
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COMMONWEALTH OF KENTUCKY
COMBINING BALANCE SHEET

COMPONENT UNITS - ALL UNIVERSITY AND COLLEGE FUNDS

JUNE 30, 1998
(Expressed in Thousands)

ASSETS

CASH AND CASH EQUIVALENTS
CASH HELD IN TRUST
INVESTMENTS, NET OF AMORTIZATION
RECEIVABLES, NET:

STATE AGENCIES

OTHERS
INTERFUND RECEIVABLES
INVENTORIES
LAND
IMPROVEMENTS OTHER THAN BUILDINGS
BUILDINGS
MACHINERY AND EQUIPMENT
LIBRARY BOOKS

LIVESTOCK
CONSTRUCTION IN PROGRESS
OTHER ASSETS
TOTAL ASSETS
LIABILITIES AND FUND EQUITY
LIABILITIES:

ACCOUNTS PAYABLE:
STATE AGENCIES
OTHERS
ACCRUED LIABILITIES
INTERFUND PAYABLES
CAPITAL LEASE OBLIGATIONS
NOTES PAYABLE
BONDS PAYABLE
AMOUNTS HELD IN CUSTODY FOR OTHERS
DEPOSITS AND ADVANCE PAYMENTS
DEFERRED REVENUE
OTHER LIABILITIES

TOTAL LIABILITIES

FUND EQUITY:
INVESTMENT IN FIXED ASSETS
FUND BALANCE:
RESERVED FOR:
ENCUMBRANCES
CAPITAL OUTLAY
RESTRICTED GIFTS, GRANTS, AND CONTRACTS
UNRESERVED:
DESIGNATED FOR UNIVERSITIES AND COLLEGES

TOTAL FUND EQUITY

TOTAL LIABILITIES AND FUND EQUITY

University University Eastern
of of Kentucky
Kentucky Louisville University
$ 246,068 76,823 36,995
360,899 111,902 26,540
543 3,825
166,437 62,142 10,117
142,666
12,960 1,283 2,940
22,155 28,441 4,291
34,993 9,786
667,918 431,177 148,655
366,747 96,012 51,195
79,518 56,905 25,580
350
42,387 1,630
6,882 3,145 1,962
$ 2,150,173 867,830 323,866
$ 191 191
32,648 55,804 2,138
44,560 1,725
142,666
4,797 6,953 5,613
95 3,400
207,647 170,579 58,680
435 547
2,648 1,269 493
11,439 12,938 2,558
57,468 8,655 3,733
504,594 259,598 75,678
978,797 433,067 177,137
1,885 10,780 2,267
65,002 28,897 16,030
463,739 65,298 52,754
136,156 70,190
1,645,579 608,232 248,188
$ 2,150,173 867,830 323,866
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Kentucky

Western Morehead Murray Northern Kentucky Community
Kentucky State State Kentucky State Technical Totals
University University University University University College System June 30, 1998
5,221 11,375 $ 20,530 5,527 17,490 $ 22,244 $ 442,273
46,731 10,510 6,107 22,496 12,150 24,699 622,034
218 412 611 383 7,543 216 13,751
8,938 4,688 6,828 3,918 (3,309) 19,638 279,397
122 1,150 3,356 650 470 812 149,226
1,206 2,330 1,310 1,125 593 1,733 25,480
1,508 7,312 2678 2,902 836 4,232 74,355
4,003 8,919 2,988 81 5,394 66,164
129,334 114,037 119,558 116,186 68,353 168,796 1,964,014
37,488 27,490 26,444 20,462 15,128 35,296 676,262
21,000 10,957 19,198 17,537 6,109 236,804
19 369
12,147 706 14,305 755 20,193 9,032 101,155
4,902 85 15,568 1,824 717 35,085
272,818 191,071 $ 245,412 196,753 146,354 $ 292,092 $ 4,686,369
8 $ 80 13 $ 91 $ 574
1,688 1,744 3,190 1,730 258 3,687 102,887
2,946 3,589 3,299 3,725 2,845 6,654 69,343
122 1,738 3,356 650 812 149,344
7,061 13,905 2,494 16,136 14 56,973
444 893 2,361 7,193
53,488 29,395 22,012 50,985 20,255 95,770 708,811
811 685 122 976 125 3,701
19 283 174 3,451 1 8,338
3,329 521 911 3,244 270 1,846 37,056
1,128 121 525 71,630
69,453 53,168 36,640 80,115 27,604 109,000 1,215,850
145,252 116,777 166,646 90,705 127,077 2,235,458
1,725 690 255 319 17,921
18,268 6,560 10,455 108,406 23,599 277,217
23,644 13,904 30,036 14,523 10,344 26,058 700,300
14,476 662 11,400 700 6,039 239,623
203,365 137,903 208,772 116,638 118,750 183,092 3,470,519
272,818 191,071 $ 245,412 196,753 146,354 $ 292,092 $ 4,686,369
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND OTHER CHANGES

COMPONENT UNITS - ALL UNIVERSITY AND COLLEGE CURRENT FUNDS

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

REVENUES:
TUITION AND FEES
FEDERAL GRANTS AND CONTRACTS
STATE/LOCAL GRANTS AND CONTRACTS
PRIVATE GIFTS, GRANTS AND CONTRACTS
ENDOWMENT INCOME
SALES AND SERVICES OF EDUCATION ACTIVITIES

SALES AND SERVICES OF AUXILIARY ENTERPRISES AND HOSPITALS

OTHER REVENUES
TOTAL CURRENT REVENUES

EXPENDITURES AND TRANSFERS:
EDUCATIONAL AND GENERAL:

INSTRUCTION
RESEARCH
PUBLIC SERVICE
ACADEMIC SUPPORT
LIBRARIES
STUDENT SERVICES
INSTITUTIONAL SUPPORT
STUDENT FINANCIAL AID
MAINTENANCE AND OPERATION
OTHER EXPENDITURES

TOTAL EDUCATIONAL AND GENERAL EXPENDITURES

MANDATORY TRANSFERS FOR:
PRINCIPAL AND INTEREST
LOAN FUND
UNEXPENDED PLANT FUND
RENEWAL AND REPLACEMENT
RETIREMENT OF INDEBTEDNESS
NON-MANDATORY TRANSFERS FOR:
CURRENT FUND - UNRESTRICTED
AUXILIARY ENTERPRISES AND HOSPITALS - UNRESTRICTED
CURRENT FUND - RESTRICTED
LOAN FUND
ENDOWMENT AND SIMILAR FUNDS
FOUNDATIONS
UNEXPENDED PLANT FUND
RENEWAL AND REPLACEMENT
RETIREMENT OF INDEBTEDNESS

TOTAL EDUCATIONAL AND GENERAL

AUXILIARY ENTERPRISES AND HOSPITALS:

EXPENDITURES

MANDATORY TRANSFERS FOR:
PRINCIPAL AND INTEREST
RENEWAL AND REPLACEMENT
RETIREMENT OF INDEBTEDNESS

NON-MANDATORY TRANSFERS:
CURRENT FUND - UNRESTRICTED
AUXILIARY ENTERPRISES AND HOSPITALS - UNRESTRICTED
UNEXPENDED PLANT FUND
RENEWAL AND REPLACEMENT

TOTAL AUXILIARY ENTERPRISES AND HOSPITALS
TOTAL EXPENDITURES AND TRANSFERS
OTHER TRANSFERS AND ADDITIONS (DEDUCTIONS):

TRANSFERS FROM PRIMARY GOVERNMENT
TRANSFERS TO PRIMARY GOVERNMENT

EXCESS OF RESTRICTED RECEIPTS OVER TRANSFERS TO REVENUE

INDIRECT COST RECOVERED
REFUNDS TO GRANTORS
OTHER TRANSFERS AND ADDITIONS (DEDUCTIONS)

NET INCREASE (DECREASE) IN FUND BALANCE

University University Eastern
of of Kentucky
Kentucky Louisville University
101,211 62,893 32,565
11,856 26,162 23,487
6,045 6,208 8,866
57,401 11,651 918
5,510
51,429 504 4,349
291,095 25,506 16,473
42,574 98,354 4,644
567,121 231,278 91,302
191,002 138,138 50,721
52,969 27,278 567
108,746 46,872 9,086
34,120 27,091 20,642
19,967 11,080 3,762
17,892 8,672 7,703
33,952 30,983 11,160
29,841 17,878 15,290
31,892 18,641 14,360
683 6,087
521,064 332,720 133,291
19,518 13,766 5,137
152 48 9
2,329
(18,024)
(3,887)
10 354
4,050
17,221 12,778
2,946
545,379 359,666 138,437
279,284 47,751 14,989
5,136 1,372 1,333
4,709
459
2,540
292,128 49,123 16,322
837,507 408,789 154,759
272,623 154,829 62,834
3,083 (2)
1,162 10,460 286
4,581
(97)
3,012 (512)
6,482 (4,629) (948)




Western Morehead Murray Northern Kentucky Kentucky
Kentucky State State Kentucky State Community Technical Totals
University University University University University College System June 30, 1998
33,614 21,402 23,771 $ 33,229 $ 6,253 $ 25,786 $ 340,724
16,231 25,275 7,593 5,273 10,536 30,896 157,309
2,731 2,473 2,781 2,158 227 9,343 40,832
1,502 1,470 850 520 2,689 77,001
495 269 6,274
4,679 1,022 2,507 1,010 2,464 67,964
12,964 8,993 13,300 6,286 3,640 8,378 386,635
3,907 2,425 3,193 2,621 1,048 986 159,752
75,628 63,060 54,490 51,097 21,704 80,811 1,236,491
47,132 26,146 33,400 28,101 9,602 66,801 591,043
2,923 418 2,002 211 2,936 89,304
8,739 4,796 3,947 2,087 3,013 6,103 193,389
5,984 4,978 4,095 4,421 2,390 8,095 111,816
4,685 2,226 2,436 3,667 4,461 52,284
10,419 6,588 6,646 5,898 3,354 9,122 76,294
12,313 7,248 7,362 10,409 5,289 13,426 132,142
13,077 25,914 11,635 8,687 4,181 31,841 158,344
10,137 4,782 7,767 6,067 3,459 11,666 108,771
6,770
115,409 83,096 79,290 69,548 34,224 151,515 1,520,157
4,198 4,202 3,751 4,929 10,457 65,958
27 1 2 33 272
2,329
64 64
165 2,658 2,823
(205) (18,229)
77) 77)
(53) (3,940)
127 6 497
4,050
3,769 441 1,110 685 5,649 41,653
433 3,379
(702) 143 (559)
122,701 87,931 84,658 75,360 36,882 167,363 1,618,377
10,914 8,254 12,200 4,595 3,302 7,741 389,030
2,232 2,147 631 335 13,186
17 17
1,635 1,635
77 205 4,991
(® (8
112 20 591
48 2,588
13,146 10,401 13,020 6,602 3,302 7,986 412,030
135,847 98,332 97,678 81,962 40,184 175,349 2,030,407
56,614 35,538 43,926 33,256 19,504 95,512 774,636
618 3,699
234 128 82 5,102 17,454
808 303 5,692
(90) (28) (24) (239)
9 (46) 267 2,730
(2,026) 266 1,095 $ 2,449 $ 1,291 $ 6,076 $ 10,056
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COMMONWEALTH OF KENTUCKY

COMBINING STATEMENT OF CHANGES IN FUND BALANCE

COMPONENT UNITS - ALL UNIVERSITY AND COLLEGE FUNDS

FOR THE YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

REVENUES AND OTHER ADDITIONS:
EDUCATIONAL AND GENERAL REVENUES
AUXILIARY ENTERPRISES AND HOSPITALS REVENUES
INDIRECT COST RECOVERED
RESTRICTED GRANTS AND CONTRACTS
RESTRICTED GIFTS AND GRANTS
ENDOWMENT INCOME
INTEREST AND OTHER INVESTMENT INCOME
EXPENDED FOR PLANT FACILITIES
RETIREMENT OF INDEBTEDNESS
OTHER REVENUES AND ADDITIONS

TOTAL REVENUES AND OTHER ADDITIONS

EXPENDITURES AND OTHER DEDUCTIONS:
EDUCATIONAL AND GENERAL EXPENDITURES
AUXILIARY ENTERPRISES AND HOSPITALS EXPENDITURES
REFUNDS TO GRANTORS
ADMINISTRATIVE, COLLECTION, AND LITIGATION COSTS
LOAN CANCELLATIONS
PAYMENT TO BENEFICIARIES
EXPENDED FOR PLANT FACILITIES
RETIREMENT OF INDEBTEDNESS
INTEREST PAYMENTS
DISPOSAL OF PLANT FACILITIES
NOTES ISSUED
OTHER EXPENDITURES

TOTAL EXPENDITURES AND OTHER DEDUCTIONS
TRANSFERS AMONG FUNDS - ADDITIONS (DEDUCTIONS):
NON-MANDATORY TRANSFERS FOR:

TRANSFERS FROM PRIMARY GOVERNMENT
TRANSFERS TO PRIMARY GOVERNMENT

TOTAL TRANSFERS AMONG FUNDS
INCREASE (DECREASE) IN FUND BALANCE

FUND BALANCE AT JULY 1, AS RESTATED

FUND BALANCE AT JUNE 30

University University Eastern
of of Kentucky
Kentucky Louisville University
$ 234,559 151,793 42,900
291,095 28,920 16,232
4,581
124,639 46,180 31,818
42,635 7,924 6,049
4,890
39,770 8,647 1,384
82,499 33,495 8,209
26,841 8,144 5,370
195,350 18,086 7,002
1,042,278 307,770 118,964
521,064 326,633 132,198
279,284 47,751 14,989
37 97
48 73
196 156 187
800
32,013 20,087 2,729
17,042 8,144 5,370
12,750 9,757 3,720
43,987 4,828 2,976
261,504 15,569 5,100
1,167,925 432,925 168,239
276,636 158,245 62,834
(12,480) (14,000) (4,046)
264,156 144,245 58,788
138,509 19,090 9,513
1,507,070 589,142 238,675
$ 1,645,579 608,232 248,188
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Western Morehead Murray Northern Kentucky Kentucky
Kentucky State State Kentucky State Community Technical Totals
University University University University University College System June 30, 1998
42,573 25,610 28,127 33,229 18,064 $ 28,882 $ 605,737
12,963 8,993 13,300 6,286 3,640 8,378 389,807
740 303 197 5,821
19,783 29,218 33,703 8,468 374 44,696 338,879
1,968 1,829 815 4,377 65,597
311 5,201
2,510 440 2,807 597 711 2,981 59,847
26,855 3,129 8,623 4,408 13,774 180,992
3,529 4,268 3,399 4,485 1,248 6,129 63,413
1,105 639 4,959 4,728 282 1,907 234,058
112,026 72,297 97,050 63,213 24,319 111,435 1,949,352
115,409 83,096 79,290 69,548 34,224 151,515 1,512,977
10,914 8,254 12,200 4,595 3,302 7,741 389,030
90 28 25 277
150 16 29 56 229 601
248 102 61 19 969
800
20,882 2,160 1,835 2,303 12,662 94,671
3,529 4,268 3,301 3,582 1,410 6,129 52,775
3,080 2,497 1,360 4,508 1,248 5,136 44,056
1,418 7 5,523 3,290 1,919 63,948
500 600 1,002 2,102
839 747 158 1,694 (267) 1,696 287,040
156,559 101,647 104,385 90,622 40,146 186,798 2,449,246
56,614 35,538 43,926 33,256 19,504 95,512 782,065
(4,034) 273 (99) (34,386)
52,580 35,811 43,827 33,256 19,504 95,512 747,679
8,047 6,461 36,492 5,847 3,677 20,149 247,785
195,318 131,715 172,280 110,791 114,933 162,943 3,222,867
203,365 138,176 208,772 116,638 118,610 $ 183,092 $ 3,470,652
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STATISTICAL SECTION

The Statistical Section givesreport users a better historical perspective of financial information that may assist in assessing current
financial status and trends of the Commonwealth. In addition, certain demographic and economic data have been presented that will
allow a broader understanding of the economic and social environment in which State Government operates.
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COMMONWEALTH OF KENTUCKY
REVENUES BY SOURCE

ALL GOVERNMENTAL FUND TYPES
FOR THE LAST TEN FISCAL YEARS
(Expressed in Thousands)

SOURCE 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998

Taxes:

Sales & Gross Receipts $ 1,750,337 $ 1,793,125 $ 1,931,992 $ 2,259,989 $ 2,442,419 $ 2,539,066 $ 2,739,653 $ 2,873,176 $ 3,018,770 $ 3,167,442

Individual Income 1,149,519 1,228,462 1,642,691 1,629,678 1,676,263 1,870,096 1,964,960 2,080,418 2,201,574 2,390,823

Corporation Income 310,793 279,494 319,338 271,022 254,797 269,048 340,913 289,508 291,536 338,354

Property 281,886 303,347 323,378 339,590 353,711 370,200 386,389 409,175 440,973 405,528

License & Privilege 94,096 101,174 110,046 111,315 117,471 114,052 137,578 130,778 145,178 162,122

Severance 182,966 196,945 188,924 185,020 180,704 181,340 177,826 185,019 185,744 187,126

Inheritance & Estate 53,752 67,013 68,597 77,241 71,040 76,173 79,531 82,673 93,962 105,550

Miscellaneous 104,839 111,662 118,327 116,692 125,636 120,036 117,077 104,819 109,451 114,903
Total Taxes 3,928,188 4,081,222 4,703,293 4,990,547 5,222,041 5,540,011 5,943,927 6,155,566 6,487,188 6,871,848

Intergovernmental Revenue 1,624,227 1,814,810 2,158,400 2,520,376 2,687,598 2,657,925 3,307,139 3,394,888 3,625,241 3,809,686

Charges for Services 149,195 172,827 167,144 140,798 147,617 192,659 222,309 277,165 262,366 289,555

Licenses, Fees & Permits 114,074 119,750 126,840 138,877 161,510 134,161 160,975 163,331 164,557 170,454

Fines & Forfeitures 33,792 40,530 41,106 39,229 39,972 38,563 40,720 40,485 48,538 47,265

Interest & Investments 93,473 115,831 108,962 112,519 107,210 90,931 112,124 148,908 155,878 191,986

Other Income 76,944 90,050 136,338 80,241 123,951 93,683 133,506 133,524 193,206 218,883
Total Non-Tax Income 2,091,705 2,353,798 2,738,790 3,032,040 3,267,858 3,207,922 3,976,773 4,158,301 4,449,786 4,727,829
Total Revenues $ 6,019,893 $ 6,435,020 $ 7,442,083 $ 8,022,587 $ 8,489,899 $ 8,747,933 $ 9,920,700 $ 10,313,867 $ 10,936,974 $ 11,599,677

COMMONWEALTH OF KENTUCKY

EXPENDITURES BY FUNCTION

ALL GOVERNMENTAL FUND TYPES

FOR THE LAST TEN FISCAL YEARS

(Expressed in Thousands)

EUNCTIONS 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998

General Government $ 374,234 $ 338573 $ 300,969 $ 236,096 $ 444,901 $ 452,593 $ 418,256 $ 494,599 s 593,500 $ 652,980

Legislative & Judicial 93,813 103,564 111,920 119,345 120,036 128,575 132,421 147,563 150,604 165,645

Commerce 42,043 48,225 40,485 41,512 37,279 37,656 42,430 42,704 44,408 45,953

Education & Humanities 1,669,905 1,935653 2,302,807 2,511,764 2,578,179 2,663,797 2,835,220 2,962,449 3,076,843 3,187,712

Energy 1,974

Human Resources 1,732,736 2,010,819 2,495,859 2,916,988 3,129,059 3,077,162 3,818,430 3,819,907 4,208,762 4,253,354

Justice 89,452 79,958 98,068 101,291 229,972 232,221 255,424 282,999 340,100 402,149

Natural Resources and

Environmental Protection 59,217 64,349 98,517 56,919 83,481 105,920 110,509 96,094 103,356 112,923
Corrections 111,557 128,093 150,637 158,260
Public Protection and
Regulation 64,445 68,341 72,138 73,888 83,322 79,816 86,411 94,124 105,763 115,479

Transportation 727,519 734,592 813,903 976,826 874,160 843,456 980,083 1,061,589 1,092,563 1,135,102

Capital Outlay 75,912 89,042 125,600 201,665 149,910 79,707 82,040 79,245 99,702 135,106

Debt Service 240,029 275,743 334,487 413,450 284,323 357,122 416,756 392,130 332,127 438,029

Total Expenditures $ 5,282,836 $ 5,876,952 $ 6,945,390 $ 7,808,004 $ 8,014,622 $ 8,058,025 $ 9,177,980 $ 9,473,403 $ 10,147,728 $ 10,644,432

SOURCE: Commonwealth of Kentucky Comprehensive Annual Financial Report

NOTE: In 1990 the Energy Function was distributed among other functions.

the Justice Function.

175

In 1993 the Corrections Function was combined into



COMMONWEALTH OF KENTUCKY

DESCRIPTION OF TAX SOURCES - ALL GOVERNMEN- MOTOR VEHICLE USAGE TAX - Motor vehicles were origi-

TAL FUND TYPES nally taxed under the 3 percent gross receipts tax that was repealed
in 1936. After repeal, a special 3 percent tax on motor vehicles was
enacted. This tax is based on the "retail price" of the motor vehicles

JUNE 30, 1998 as defined by statute. The tax was increased to 5 percent in April
1968, and to 6 percent on July 1, 1990. The tax is paid to the county

SALES AND USE- On July 1, 1960, Kentucky became the thirtyslerk when a vehicle is first registered in the owner's name. The

fourth state to enact a sales and use tax. Althoughthe tax was bpoaekeds derived from the tax are deposited to the Road Fund for use

based at the time of its inception, the sales and use tax has bre¢he construction and maintenance of Kentucky's roads and
significantly eroded over the years with the passage of numerbugges.

exemptions. This has been partially offset with rate increases in

1968 (3% to 5%) and 1990 (5% to 6%), and expansion of the M®TOR VEHICLE REGISTRATION - The 1936 General

base in 1985 to cover leases and rentals of tangible persBsaembly fixed a flat $4.50 registration fee (plus fifty cents for the

property. During fiscal year 1998, the sales and use tax continGetinty Clerk) for passenger cars. Similar fees were enacted in
to be the second largest generator of General Fund revenue fot %38 for farm trucks and in 1944 for church buses, water well

Commonwealth. drillers, and certain wreckers. Truck licenses were changed to a
graduated “gross weight” basis in 1964. The current $11.50 fee for

COAL SEVERANCE - Kentucky's coal severance tax becamgassenger cars, farm trucks, and the lightest trucks was passed in

effective April 1, 1972, and was intended to replace a major portif#68. In 1973, all motor vehicle registration functions were

of the revenue expected to be lost by the exemption of grocetiagsferred from the Department of Revenue to the Department
from the sales tax. It was the first major severance tax amongahé ransportation and the apportioned registration of commercial
states. The initial rate of 4% on the gross value of coal mined/@hicles began. Current rates for heavier trucks range from $24

Kentucky or .30 per ton, whichever is greater, was raised to 4.6%6001-10,000 Ibs.) to $1,250.50 (73,281-82,000 Ibs.) with ex-

of the gross value of coal mined or .50 per ton, whichever is gredended weight tags available for coal haulers.

in 1976. In 1978, the statutes were revised to include the taxation

of coal processing and added a deduction from the gross valudNBXYVIDUAL INCOME TAX - The individual income tax

the cost of transportation. A 1986 amendment provides that degtame effective forincome earned during calendaryear 1936 and

producing and coal impact counties were to receive a minimunrpodduced its first revenue during fiscal year 1936-37. The initial

10% of coal severance and processing taxes for fiscal year 198687 ranged from 2% on the first $3,000 of income to 5% on alll

and 12% for subsequent years. The percentage has increasedgeer $5,000. In 1950, a rate of 6% was imposed on income in

the years to a level of 31% for fiscal year 1997-98. excess of $8,000. In 1954, Kentucky became the fourth state to
implement a withholding system and also adopted the federal

MOTOR FUELS - In 1920, Kentucky became the fifth state tdefinition of netincome. Currently, netincome is computed using

adopt a gasoline tax. The initial rate of one cent per gallon reactedinternal Revenue Code in effect on December 31, 1997, for tax

five cents per gallon by 1926. Effective April 1, 1948, the tax pggars beginning after December 31, 1996, modified for Kentucky
gallon was raised to seven cents, with two-sevenths of the totaddgtsrences between federal and Kentucky tax laws. Primary
aside for rural and secondary roads. OnJuly 1, 1962, administiferences include the tax treatment of pension income and interest
tion of the motor fuels use taxwas transferred fromthe Departm@ntederal obligations. The rates applied to netincome are: 2% of

of Revenue to the Department of Motor Transportation, and tbe first $3,000; 3% of the next $1,000; 4% of the next $1,000; 5%

July 1, 1972, the tax rate increased to nine cents per gallfithe next $3,000; and 6% of the excess over $8,000. The personal

Effective July 1, 1980, the rate was changed to 9% of the weighedcredit of $20 went into effect in 1961 and a standard deduction

average wholesale tank wagon price for sale in Kentucky. Inai&650 was adopted in 1976. The standard deduction increased to

case shall the average wholesale price be deemed to be less thafofiefor 1997, increases to $1,200 for 1998, $1,500 for 1990 and
dollar and eleven cents per gallon, nor more than one dollar &hd’00 for 2000 and will be indexed thereafter. A low income tax
fifty cents per gallon. On July 1, 1986, the tax on gasoline and ¢redit of 5% to 100% for single persons or married couples with

gas was increased five cents per gallon and the tax on special djlssted gross income of $25,000 or less was enacted in 1990. A

was increased two cents per gallon. child and dependent care credit equal to 20% of the Federal credit
is also allowed.
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CORPORATION INCOME TAX -The corporate income tax wasncome is computed using the Internal Revenue Code in effect on
enacted to first apply to calendar year 1936 income. The rate Wasember 31, 1997.
4% of net income assigned to Kentucky after deduction of federal
income taxes. This rate was changed to 4.5% in 1950 and agaRROPERTY TAX - Kentucky has levied a property tax since the
5% of the first $25,000 of taxable income and 7% of all in excesegation of the state in 1792. Prior to 1934, the property tax was the
thereofin 1956. In 1972, the federal tax deduction was removed &tate's major revenue source. Inthat year, an attempt to remove the
the state rate reduced to 4% of the first $25,000 and 5.8% ortdlteon real estate was ruled unconstitutional. The tax rate was then
excess. Tax rates beginning on January 1, 1980, were: first $25r@d0ced from 30 cents to 5 cents per $100 assessed value. The 1965
at 3%; next $25,000 at 4%; next $50,000 at 5%; and the excess Bpercial Session of the General Assembly further reduced the rate on
$100,000 at 6%. The 1985 Special Session of the General Assemddyestate from five cents to 1.5 cents and on tangible property from
passed the Kentucky Equity Tax Act (KETA) into law. KETAS0 centsto 15 cents. House Bill 4, passed in the 1976 regular session
mandated a State depreciation system separate from the feddéithle General Assembly, established the power equalization pro-
system. This new Kentucky system allowed corporate taxpayergr@m for school funding and raised the State tax rate on real property
recover the entire cost of property through depreciations compdrech 1.5 cents to 31.5 cents per $100 of assessed value and the tax
to recovery of 71% of cost using the Accelerated Cost Recoveaie on tangible personal property from 15 cents to 45 cents per $100
System (ACRS) as adjusted for under prior Kentucky Law. KET® assessed value. This increase in the State property tax rate was
also added a new graduated rate of 7.25% of taxable incomadoompanied by a 30 cents per $100 of assessed value decrease ir
excess of $250,000 of taxable income effective August 1, 198%ocal school tax rates. The tax rate on intangible personal property,
which is not subject to local rates, remained at 25 cents per $100.
The 1990 General Assembly replaced the Kentucky depreciatitouse Bill 44, enacted by the 1979 extraordinary legislative ses-
system with the depreciation and expense deductions allowedsioy, established a new rate setting mechanism which limited the
Sections 168 and 179 of the Internal Revenue Code in effectimamease in aggregate revenues for all taxing districts in general, and
December 31, 1989, effective for property placed in service afpecifically limited the State rate for real estate to no greater than
December 31, 1989. The tax rates beginning on January 1, 1990sseessary to provide a 4% increase in revenue from year to year. As
first $25,000 at 4%; next $25,000 at 5%; next $50,000 at 6%; naxesult, the State tax rate on real property has dropped 51.4% from
$150,000 at 7%; and all over $250,000 at 8.25%. 31.5 cents per $100 in 1978 to 15.3 cents per $100 in 1998.

The 1994 General Assembly amended KRS 141.0101 to make 1996 General Assembly repealed the bank shares property tax
Kentucky depreciation rules consistent with federal depreciatiand enacted a bank franchise tax for state tax purposes and a local
rules for all assets, regardless of when placed in service, effectivelposits franchise tax for local tax purposes. A discussion of the
taxable years, beginning after December 31, 1993. To accounbfank franchise tax follows.
this change in depreciation rules, each taxpayer must determine the
amount of any difference in Kentucky adjusted basis and feddNHHERITANCE AND ESTATE TAX - The inheritance tax
adjusted basis (transition amount) as of the first day of the fiogigan in Kentucky in 1906 and provided that all property of persons
taxable year beginning after December 31, 1993. The transitiesiding in the State and property within the State owned by non-
amount must be added to or subtracted from gross income in theffasidents shall be subject to a tax of $5 on each $100 of its fair cash
taxable year beginning after December 31, 1993, if the amount desdge at the time of their death. The original exemption was $500.
not exceed $100,000 or in equal amounts over 4 years if the améui®36, 1948, 1976, 1978, and 1985, various changes in the then
exceeds $100,000 or the taxpayer so elects. existing legacy brackets and exemptions were legislated into law.
Effective for dates of death on or after August 1, 1985, the
The 1996 General Assembly amended KRS 141.120 to prohghitviving spouse’s exemption for inheritance tax increased from
affiliated corporations from filing combined Kentucky income tathe previous $50,000 to the total inheritable interest, and the tax rates
returns using the unitary business concept and allows affiliafedothers range from 2% to 16% depending on the heir's classifi-
corporations to elect to file consolidated Kentucky income taation and distributive share. An additional exemption of personal
returns, with such election being binding for 96 consecutive cal@neperty (up to $7,500) is available upon application to the district
dar months. court by the surviving children (when there is no surviving spouse),

Effective for tax years beginning after December 31, 1996, net
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regardless of whether the decedent died testate or intestate. pe entirely removed as of July 1, 1999.

House Bill 2, enacted during the 1995 Second Extraordinary SRS Chapter 142 was amended in 1998 to phase out the tax on
sion of the General Assembly, phases out the inheritance tax of@atient prescription drugs. The tax on outpatient prescription
Class A beneficiaries over a four year period and is applicablejigs will be reduced from 25 cents to 15 cents per prescription for
individuals dying after June 30, 1995. Class A includes pareff® period July 1, 1999, through June 20, 2000. Effective July 1,
children (natural, adopted and step), grandchildren, brothers, 5§50, the tax on outpatient prescription drugs will expire.

ters, half-brothers and half-sisters. Class A was expanded under the

bill to include brothers, sisters, half-brothers & half sisters. ThgS&ANK FRANCHISE TAX - House Bill 416 as enacted by the 1996
beneficiaries were originally in Class B. Other Class B and@eneral Assembly created the bank franchise tax. The tax is
beneficiaries were not affected by the bill. The inheritance tax fﬁfposed on any financial institution which obtains or solicits
Class A beneficiaries will be completely phased out for deafigsiness from 20 or more persons within the Commonwealth or has
occurring after June 30, 1998. During the phase-out period, a Claggipts attributable to sources in the Commonwealth which equal
A beneficiary is entitled to an exemption which is the greater of theexceed $100,000. The bank franchise tax is based on a five year
exemption permitted under pre-July 1, 1995 law or a percentagg\@frage of net capital accounts reflected on the quarterly reports of

the inheritable interest. condition filed with applicable federal regulatory institution. The
_ minimum tax is $300 per year. Because HB 416 is effective for the
The following percentages apply: calendar year 1996, the first tax returns and payments were due on

25% for deaths from July 1, 1995 to July 1, 1996; March 15, 1997.

50% for deaths from July 1, 1996 to July 1, 1997; Effective for tax years beginning after December 31, 1997, KRS
136.500 was amended in 1998 to define the term "Kentucky
75% for deaths from July 1, 1997 to July 1, 1998; and gpligations” to mean all obligations of the Commonwealth of
Kentucky, its counties, municipalities, taxing districts, exempt from
100% for deaths on or after July 1, 1998. taxation under the Kentucky Revised Statutes and the Kentucky
Constitution. The amendment allows as a deduction from capital an
The Kentucky estate tax is an amount by which the state deathgi@unt equal to the same percentage of total capital as the book
credit allowable under the federal estate tax law exceeds the tpi@he of Kentucky obligations bears to the book value of the total
inheritance tax paid. assets of the financial institution. Additionally, the quarterly aver-
ages of net capital and deductions for United States and Kentucky

PROVIDER TAX - House Bill 250, enacted during the 1994pligations will be divided by four, without regard to the actual
Regular Session of the General Assembly, continued the Kentugkiétence of the financial institution.

Health Care Provider Tax. The bill, which was effective July 15,
1994, imposed a 2.5% tax on a gross revenues received by all
providers of hospital services, a 2% tax on gross revenues received
by other providers of specified health care items or services, and a
.25 cent tax per outpatient prescription drug dispensed by pharma-
cies or other persons dispensing outpatient prescription drugs (KRS
Chapter 142). The purpose of the Health Care Provider Tax is to
help fund Kentucky's $2 billion Medicaid program. The Medicaid
program is a joint federal-state medical assistance program that is
operated and administered by the state. Approximately 25% of the
funding for the program is provided by the state with remaining
75% being funded by the federal government.

KRS Chapter 142 was amended in 1996 to phase out the health care
provider tax on physician services. The rate is 1% for the period July
1, 1997, through June 30, 1999. The tax on physician services will
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ASSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY
FOR CALENDAR YEARS 1988 - 1997

(Expressed in Thousands, Except Ratio Data)

Ratio of Total

Assessed
Real Property Personal Property Totals to Total
For the Estimated Estimated Estimated Estimated
Year Ended Assessed Actual Assessed Actual Assessed Actual Actual
December 31 Value Value Value Value Value Value Value
1988 $ 61,308,019 $ 65,320,574 $ 101,100,506 $ 101,100,506 $ 162,408,525 $ 166,421,080 97.6%
1989 63,730,690 72,466,699 117,635,547 117,635,547 181,366,237 190,102,246 95.4%
1990 69,798,888 80,228,607 124,398,999 124,398,999 194,197,887 204,627,606 94.9%
1991 74,626,422 84,802,752 132,552,592 132,552,592 207,179,014 217,355,344 95.3%
1992 78,150,012 87,809,002 140,219,154 140,219,154 218,369,166 228,028,156 95.8%
1993 82,268,682 89,422,480 141,750,516 141,750,516 224,019,198 231,172,996 96.9%
1994 89,570,464 95,287,728 153,225,083 153,225,083 242,795,547 248,512,811 97.7%
1995 94,579,246 100,616,219 161,791,401 161,791,401 256,370,647 262,407,620 97.7%
1996 101,534,494 108,015,419 152,832,983 152,832,983 254,367,477 260,848,402 97.5%
1997 108,105,918 115,006,296 126,001,834 126,001,834 234,107,752 241,008,130 97.1%
SOURCE: Kentucky Revenue Cabinet
NOTE: Assessed values are established through the utilization of an annual ad valorem tax based on the fair value of property.
COMMONWEALTH OF KENTUCKY
PROPERTY TAX LEVIES AND COLLECTIONS
FOR FISCAL YEARS 1988 - 1997
(Expressed in Thousands Except Percentages)
Percent of Total
For the Year Total Current Tax Percent of Levy Delinquent Tax Total Tax Tax Collections
Ended June 30 Tax Levy Collections Collected Collections Collections to Tax Levy
1988 290,148 258,673 89.2% 11,239 269,912 93.0%
1989 292,001 270,216 92.5% 11,673 281,889 96.5%
1990 317,574 295,729 93.1% 7,617 303,346 95.5%
1991 342,116 313,503 91.6% 9,871 323,374 94.5%
1992 355,821 329,783 92.7% 8,765 338,548 95.1%
1993 372,168 345,089 92.7% 9,669 354,758 95.3%
1994 387,350 357,996 92.4% 12,204 370,200 95.6%
1995 412,789 377,710 91.5% 17,615 395,325 95.8%
1996 424,471 391,977 92.3% 17,200 409,177 96.4%
1997 409,392 399,759 97.6% 15,099 414,858 101.3%
SOURCE: Kentucky Revenue Cabinet
NOTE: Property taxes are assessed as of January 1 of each year in one of two ways: 1) by the 120 Property Valuation Administrators

within the State, or 2) by the Revenue Cabinet. The tax rates are set by the various taxing jurisdictions and applied to the
particular assessment. Tax bills are delivered by September 15 of each year.
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RATIO OF GENERAL LONG-TERM BONDED DEBT
TO ASSESSED VALUE AND DEBT PER CAPITA
FOR THE LAST TEN FISCAL YEARS

(Expressed in Thousands, Except Ratio and Per Capita Debt)

General Bonded Debt

For the Year Estimated Assessed General Long-Term Ratio to

Ended June 30 Population Value Bonded Debt Assessed Value Per Capita
1989 3,677 $ 181,366,237 $ 2,243,965 1.2% 610
1990 3,692 1990 Census 194,197,887 2,292,249 1.2% 621
1991 3,715 207,179,014 2,790,549 1.3% 751
1992 3,752 218,369,166 2,819,240 1.3% 751
1993 3,793 224,019,198 3,144,038 1.4% 829
1994 3,824 242,795,547 3,098,553 1.3% 810
1995 3,856 256,370,647 3,133,332 1.2% 813
1996 3,882 254,367,477 3,134,342 1.2% 807
1997 3,908 234,107,752 3,133,332 1.3% 802
1998 3,971 Projected 245,813,140 Estimated 2,833,433 1.2% 714

SOURCE: University of Louisville Center for Urban and Economic Research; Kentucky Revenue Cabinet; Office for Financial Management and Economic

Analysis bond reporting systems.
NOTE: General long-term bonded debt outstanding includes adjustments to eliminate bonds accounted for by Proprietary Funds, State Universities,
as well as adjustments reflecting updated amortization schedules, bonds redeemed prior to scheduled maturity, and correction of maturity.

COMMONWEALTH OF KENTUCKY

RATIO OF ANNUAL DEBT SERVICE FOR GENERAL BONDED DEBT TO
TOTAL EXPENDITURES FOR GENERAL GOVERNMENTAL FUNCTIONS
FOR THE LAST TEN FISCAL YEARS

(Expressed in Thousands, Except Ratio Data)

General
For the Year Long - Term Total
Ended June 30 Debt Service Expenditures Ratio
1989 $ 230,626 $ 5,282,836 4.4%
1990 260,347 5,876,952 4.4%
1991 334,487 6,945,390 4.8%
1992 413,450 7,808,004 5.3%
1993 284,323 8,014,622 3.5%
1994 357,122 8,058,025 4.4%
1995 416,756 9,177,980 4.5%
1996 392,130 9,473,403 4.1%
1997 332,127 10,147,728 3.3%
1998 438,029 10,644,432 4.1%
SOURCE: Commonwealth of Kentucky Comprehensive Annual Financial Report.
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UNIVERSITY AND COLLEGE FUNDS REVENUE BOND COVERAGE

FOR THE LAST TEN FISCAL YEARS

(Expressed in Thousands, Except Coverage)

Unrestricted Unrestricted Net Revenue
Unrestricted Current Funds Current Funds Available for Debt
For the Year Current Funds Revenues and Expenditures Debt Service Service
Ended June 30 Beginning Balance Additions and Transfers Requirements Requirements Coverage
1989 $ 137,898 $ 1,047,740 $ 1,062,988 $ 122,650 $ 57,345 2.14
1990 122,650 1,125,850 1,115,634 132,866 57,802 2.30
1991 132,486 1,268,409 1,262,373 138,522 64,195 2.16
1992 139,539 1,377,283 1,372,630 144,192 73,763 1.95
1993 144,239 1,378,410 1,365,768 156,881 108,448 1.45
1994 156,881 1,446,681 1,405,432 198,130 81,304 2.44
1995 198,435 1,531,477 1,475,510 254,402 81,113 3.14
1996 254,402 1,584,733 1,587,982 251,153 84,791 2.96
1997 251,153 1,763,331 1,743,647 270,837 84,962 3.19
1998 270,778 1,788,100 1,782,483 276,395 88,252 3.13

SOURCE: Commonwealth of Kentucky Comprehensive Annual Financial Reports; state universities' audited financial statements.
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DEMOGRAPHIC STATISTICS
FOR CALENDAR YEARS 1988-1997

For the Year
Ended December 31

1988
1989
1990
1991
1992
1993
1994
1995
1996
1997

SOURCE:

NOTE:

COMMONWEALTH OF KENTUCKY

Estimated

Population
3,680,002
3,677,318
3,692,470 *
3,714,685
3,751,866
3,792,623
3,823,954
3,856,212
3,882,071
3,908,124

Per Capita
Income
13,187
14,204
15,085
15,726
16,706
17,212
17,872
18,609
19,470
20,599

Unemployment
Rate
7.9%
6.2%
5.9%
7.5%
6.9%
6.2%
5.4%
5.4%
5.6%
5.4%

U.S. Department of Commerce, Bureau of Census; U.S. Department of Commerce, Bureau of Economic Analysis;
Kentucky Cabinet for Human Resources

*  Actual population per 1990 census count

CONSTRUCTION AND BANK DEPOSITS
FOR CALENDAR YEARS 1988-1997

(Expressed in Thousands, Except Number of Units)

For the Year
Ended December 31

1988
1989
1990
1991
1992
1993
1994
1995
1996
1997

SOURCE:

NOTE:

Non-Residential
Construction

Residential
Construction

Number

of Units
8,318
8,254
7,823
7,908
8,437
8,952
10,024
10,025

See Note
See Note

Number

Value of Units
$ 682,821 13,363
626,716 12,656
655,650 11,810
582,450 11,961
677,181 14,689
797,365 15,907
801,728 18,554
1,247,662 17,625
See Note 18,778
See Note 18,114

Bank

Value Deposits
$ 786,711 29,908,656
779,383 31,741,423
771,010 33,487,743
784,108 34,076,826
1,023,682 34,882,000
1,172,971 35,112,000
1,370,011 37,352,000
1,276,432 37,893,000
1,484,079 39,769,000
1,483,895 38,247,000

U.S. Department of Commerce, Bureau of Census; Federal Deposit Insurance Corporation

Beginning January 1996, the Bureau of Census, Building Permits Section has discontinued
collection of Nonresidential Data due to budget reductions.

182



COMMONWEALTH OF KENTUCKY
SOURCES OF PERSONAL INCOME
FOR CALENDAR YEARS 1988-1997

(Expressed in Thousands, Except Percent Data)

1988 1989 1990 1991 1992
Source Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent

Farm $ 668,299 1.9% $ 1,041,550 2.8% $ 960,168 25% $ 982,549 2.4% $ 1,169,147 2.6%
Agriculture Services,

Forestry, Fisheries

and Others 228,087 0.7% 228,599 0.6% 252,155 0.6% 282,052 0.7% 296,803 0.7%
Mining 1,653,967 4.8% 1,539,587 4.2% 1,672,377 4.3% 1,516,241 3.7% 1,508,979 3.4%
Manufacturing 8,028,107 23.2% 8,479,029 22.9% 8,983,022 23.0% 8,940,688 22.1% 9,716,135 22.0%
Construction 2,066,377 6.0% 2,182,157 5.9% 2,204,377 5.6% 2,164,841 5.3% 2,426,217 5.5%
Wholesale and Retail

Trade 5,362,697 15.5% 5,630,733 15.2% 5,881,745 15.0% 6,142,471 15.2% 6,589,659 14.9%
Finance, Insurance and

Real Estate 1,513,601 4.4% 1,634,011 4.4% 1,741,932 4.5% 1,809,691 4.5% 2,050,433 4.6%
Transportation and

Public Utilities 2,530,156 7.3% 2,652,794 7.2% 2,811,850 7.2% 2,985,429 7.4% 3,187,823 7.2%
Services 6,734,587 19.4% 7,394,411 20.0% 7,937,785 20.3% 8,468,830 20.9% 9,345,203 21.2%
Government and

Government Enterprises 5,854,794 16.9% 6,168,571 16.7% 6,644,978 17.0% 7,206,843 17.8% 7,870,328 17.8%

1993 1994 1995 1996 1997
Source Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent

Farm $ 1,011,315 2.2% $ 1,008,405 2.1% $ 637,240 1.3% $ 883,261 1.7% $ 1,263,679 2.2%
Agriculture Services,

Forestry, Fisheries

and Others 310,551 0.7% 321,408 0.7% 339,434 0.7% 347,853 0.7% 377,666 0.7%
Mining 1,470,067 3.2% 1,479,323 3.0% 1,355,740 2.7% 1,303,126 2.5% 1,325,875 2.3%
Manufacturing 10,346,726 22.3% 11,086,400 22.7% 11,500,404 22.7% 11,661,198 22.0% 12,444,420 22.0%
Construction 2,646,143 5.7% 2,843,645 5.8% 2,887,938 5.7% 3,119,282 5.9% 3,390,809 6.0%
Wholesale and Retail

Trade 6,926,476 15.0% 7,394,893 15.2% 7,869,662 15.6% 8,247,555 15.6% 8,815,952 15.6%
Finance, Insurance and

Real Estate 2,325,731 5.0% 2,319,698 4.8% 2,465,359 4.9% 2,644,659 5.0% 2,844,885 5.0%
Transportation and

Public Utilities 3,341,003 7.2% 3,567,164 7.3% 3,701,609 7.3% 3,910,902 7.4% 4,198,214 7.4%
Services 9,950,772 21.5% 10,469,606 21.5% 11,212,340 22.2% 11,916,437 22.5% 12,744,627 22.5%
Government and

Government Enterprises 7,993,416 17.3% 8,242,908 16.9% 8,596,215 17.0% 8,875,353 16.8% 9,164,305 16.2%

SOURCE:
NOTE:

Kentucky Cabinet for Economic Development, Division of Research
Percentages may not add to 100% due to rounding.
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COMMONWEALTH OF KENTUCKY
TOP 10 MANUFACTURERS

(Ranked by Number of Employees)
1998

Company

General Electric Company

Ford Motor Company

Toyota Motor Corporation

Lexmark International, Incorporated
Johnson Controls, Incorporated

Emerson Electric Company

Dana Corporation

Philip Morris Companies, Incorporated
R.R. Donnelly and Sons Company
Matsushita Electric Incorporated Company

SOURCE: 1998 Kentucky Top 10 Manufacturers, provided by Kentucky Cabinet for Economic Development, Division of Research
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11,550
8,200
7,600
6,000
5,302
3,520
3,417
2,412
2,400
2,245



COMMONWEALTH OF KENTUCKY

SCHEDULE OF MISCELLANEOUS STATISTICS

JUNE 30, 1998

Adoption of Kentucky Constitution
Form of Government

Land Area (square miles)

Miles of Highways, Roads and Streets

Police Protection:

Statewide Jurisdiction
Number of Kentucky State Police Posts
Number of Sworn Officers
Number of Other Statewide Agencies
Number of Officers

County Jurisdictions
Number of Sheriffs
Number of Deputies
Number of County Departments
Number of County Officers

Local Jurisdictions
Number of Departments
Number of Sworn Officers

College and Universities
Number of Departments
Number of Sworn Officers

Higher Education:

State Supported Universities and Community Colleges

Number of Campuses
Number of Full-Time Instructional Faculty
Number of Students, Fall 1997

Private Colleges and Universities
Number of Campuses
Number of Full-Time Instructional Faculty
Number of Students, Fall 1997

State Supported Recreation:
Number of Resort Parks
Number of Recreation Parks
Number of Historic Sites
Area of State Parks (acres)
Number of 1997 Overnight Visitors

Permanent Full-Time Executive Branch Employees

SOURCES: Kentucky Revised Statutes
Kentucky Transportation Cabinet
Kentucky State Police
Kentucky Council on Higher Education
Kentucky Department of Parks
Kentucky Department of Personnel

1792

Legislative, Executive, Judicial
39,650
73,035

16
953

669

120
1,165
13
618

237
3,656

11
178

22
5172
148,082

21
1,267
25,124

16

23

10

43,000
1,130,900

34,163
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COMMONWEALTH OF KENTUCKY
ENTITY RISK POOLS

CLAIMS DEVELOPMENT INFORMATION
FOR THE LAST TEN YEARS

(Expressed in Thousands)

Kentucky Kare

Fiscal and Policy Year Ended

1989 1990
Earned Premiums $ 57,750 92,522
Earned Investment Income 1,339 2,966
Total 59,089 95,488
Administrative Expense 3,035 4,663
Incurred Claims as
Originally Estimated 46,870 78,871
Claims Paid (Cumulative) as of:
End of Fiscal Year 31,920 62,673
One Year Later 46,607 77,552
Two Years Later 48,051 78,565
Three Years Later 48,051 78,565
Four Years Later 48,051 78,565
Five Years Later 48,051 78,565
Six Years Later 48,051 78,565
Seven Years Later 48,051 78,565
Eight Years Later 48,051 78,565
Nine Years Later 48,051
Re-estimation of Incurred Claims
End of Fiscal Year 46,870 78,871
One Year Later 46,870 78,915
Two Years Later 48,051 78,565
Three Years Later 48,051 78,565
Four Years Later 48,051 78,565
Five Years Later 48,051 78,565
Six Years Later 48,051 78,565
Seven Years Later 48,051 78,565
Eight Years Later 48,051 78,565
Nine Years Later 48,051
Increase (Decrease) in Estimated
Incurred Claims From the
Original Estimate Using
Re-estimation as of the End
of the Most Recent Fiscal Year 1,181 (306)

SOURCE: Per Compilations Report
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1991 1992
111,010 136,636
3,448 3,289
114,458 139,925
5,193 5,591
95,210 117,570
76,254 96,279
95,956 113,587
95,976 116,819
95,976 116,819
95,976 116,819
95,976 116,819
95,976 116,819
95,976
96,210 117,570
96,132 113,739
95,976 116,819
95,976 116,819
95,976 116,819
95,976 116,819
95,976 116,819
95,976
766 (751)



Fiscal and Policy Year Ended

1993 1994 1995 1996 1997 1998
155,314  $ 133,365 $ 139,523  $ 114916  $ 107,100 117,871
3,322 3,990 6,994 6,295 4,645 2,550
158,636 137,355 146,517 121,211 111,745 120,421
5,887 5,833 5,579 3,316 4,870 4,925
128,942 143,133 144,479 131,132 135,922 147,522
110,178 123,980 116,761 111,943 114,232 127,324
126,314 144,858 141,537 125,868 127,738
126,476 145,097 141,918 126,797
126,476 145,097 141,918
126,476 145,097
126,476
128,943 143,133 144,479 131,132 135,922 147,522
129,086 145,044 143,371 128,158 141,720
127,486 145,062 141,918 128,168
126,476 145,097 141,918
126,476 145,097
126,476
(2,466) 1,964 (2,561) (2,964) 5,798
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COMMONWEALTH OF KENTUCKY

ENTITY RISK POOLS

CLAIMS DEVELOPMENT INFORMATION
FOR THE LAST EIGHT YEARS

(Expressed in Thousands)

State-Workers' Compensation

Fiscal and Policy Year Ended

Earned Premiums $
Earned Investment Income

Total

Administrative Expense

Incurred Claims as
Originally Estimated

Claims Paid (Cumulative) as of:

End of Fiscal Year

One Year Later

Two Years Later

Three Years Later

Four Years Later

Five Years Later

Six Years Later

Seven Years Later

Re-estimation of Incurred Claims

End of Fiscal Year

One Year Later

Two Years Later

Three Years Later

Four Years Later

Five Years Later

Six Years Later

Seven Years Later

Increase (Decrease) in Estimated
Incurred Claims From the
Original Estimate Using
Re-estimation as of the End
of the Most Recent Fiscal Year

SOURCE: Per Compilations Report
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1991 1992 1993 1994 1995 1996 1997 1998
7,687 $ 9,263 $ 13,426 $ 14,052 $ 12,901 $ 14,470 $ 14,005 16,121
7,687 9,263 13,426 14,052 12,991 14,470 14,095 16,121

609 688 821 669 401 542 554 404
9,057 11,109 11,013 15,531 12,727 14,709 14,982 13,243
2,854 3,076 3,129 3,441 3,093 3,010 2,615 2,819
5,634 5,626 6,308 6,492 5,797 5,882 5,626
7,538 7,034 8,163 8,207 7,588 7,560
8,781 7,942 9,743 9,152 8,721
9,415 8,569 10,664 10,211
9,945 8,857 11,482

10,348 9,191

10,775
9,057 11,109 11,013 15,531 12,727 14,709 14,982 13,243

15,496 10,420 12,589 15,277 12,883 14,502 13,006

13,099 10,956 13,269 16,075 13,266 14,519

13,152 10,859 13,858 15,324 13,526

13,837 11,373 14,421 15,230
14,008 11,668 16,164
14,124 12,241
14,535
5,478 1,132 5,151 (301) 799 (190) (1,976)
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